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Someday you'll want to sce that boy, 
or girl, of yours off to college . . . and 
right now is not too early to start mak- 
ing plans. 


Maybe your youngster, like so many 
other American boys, will work his way 
through school . . . but even in that case 
you'll want to be in a position to give 
him a little help if he needs it. 


By what you put aside in War 
Bonds today you can help make sure he 
gets the same chance as other boys, 
tomorrow. 


Chances are you're already on the 
Payroll Savings Plan. Saving as you’ve 
never been able to save before. This is 
fine not only for you, but for your 
country — provided you keep on saving. 


But take your dollars out of the fight 
—and you will be hurting yourself, your 
boy’s future, and your country. 


Buy all the bonds you possibly can. 
Try to get even more than you ever 
have before. And remember this. . . 


For every three dollars you invest 
today, you get four dollars back when 
your Bonds come due. You, and your boy, 
can use those extra dollars. 


Make sure you get those Bonds! Hold on 
to them till they come due! 
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DIVIDENDS DECLARED 
Alpha Port Cem, 25€...ccccccccccsen 
Am Home Prod, m, 20c... 
Am Meter, 50c . se oeabebaniotea 
Am Steel Fdrs, 50c heise 
Beth Steel pf, q, $1.75.............. 
Blauners, q, 12%c ' 
Bliss E W, s-a, 50c 
Bond Stores, Inc, gq, 50c 
Bush Terminal Co, 30c 
Case pf, q, $1.75 : 
Cook Paint & Varnish, q, 20c 
Diam Match pf, s-a, 75c 
Eaton Mfg, q, 75c 
Eng P S $6 pf, q, $1.50 
Eng P S $5.50 pf, q, $1.3 
Eng PS $5 pf, q, $1.25 
Elgin Nat Watch, 25c. 
Grand Union, 25c 
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Dividena 
Notice 


BURLINGTON 


MILLS CORPORATION 





fhe Board ot Directors of this Cornoration 
nas declared the followin: regular divi- 
tends: 
5% CUMULATIVE PREFERRED STOCK 
$1.25 per share 
COMMON STOCK ($1 par value) 

50 cents per share 
Each dividend is payable March 1, 1945, 
to Stockholders of record at the close 
of business Februory13, 1945 


WILLIAM . COULTER, Secretary 














TEXAS GULF SULPHUR COMPANY 

The Board of Directors has declared a dividend 

of 50 cents per share on the Company’s capital 

stock, payable March 15, 1945, to stockholders of 

record at the close of business February 15, 1945. 
F. J. KNOBLOCH, Treasurer 





New Book on Using Stock Charts 
“SELECTING THE RIGHT STOCK” 


Detailed Studies, profusely illustrated with long 

term charts, show how individual stocks move in 

Sequence rather than together and clearly ex- 

plain principles of market action for Selecting the 

Right Stock for the next big swing. Price $5.00. 

CHARTISTS LIBRARY, 838 So. La. Brea Ave. 
Los Angeles 36, Calif. 


Do You Oum 
THESE STOCKS? 


Amer. Sugar St. Oil of N. J. 
Bohn Aluminum’ Texas Co. 
Pan Am. A’ways Phillips Pet. 
Caterpillar Tr. Du Pont 
Sylvania Elec. Gen. Electric 
Doehler Jarvis Pennsyl. R.R. 
Eng. Pub. Serv. Ches. & Ohio 


Air Reduction Masonite 





IMELY comment on the outlook 

for these active issues, together 
with a summary of the current 
views of eight leading economists 
on Business, Stocks, Bonds, and 
Commodities, appears in the cur- 
rent UNITED OPINION Bulletin. 


A copy of this important report 
will be sent gladly on request. 


Send for Bulletin MW49 FREE! 
UNITED BUSINESS SERVICE 


ee hea re Boston 16, Mass. 
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1. This is the story of another Pack- 
ard war year—1944, It was a year 
that saw the completion of the 
55,122nd Packard-built combat 
engine—a total of 84,336,900 pre- 
cision-built horsepower. 





4. In Toledo Packard launched a 
great new project, devoted to air- 
craft engine research and develop- 
ment for the U. S. Army Air 
Forces, also broke ground for a 
Packard test-flight center at Wil- 
low Run Army Air Base. 





7. Packard employees lead the nation 
in War Production Drive awards 
for suggestions on production 
shortcuts. In 1944, 53 new awards 
(with estimated annual savings of 
786,000 man hours) brought the 
Packard total to 162. 
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2. More than a fifth of these 55,122 
engines were Packard marine 
powerplants for Navy PT boats and 
British MTB’s. Wherever you find 
the Navy’s swift PT’s, they are 
powered by Packard engines. 
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5. Packard engine production in 1944 
topped 1943 by 57% but the dol- 
lar volume of business done went 
up only 32%. Packard continued 
to whittle down the average cost 
per engine, saving you money as 
a taxpayer. 





8. War production comes first at Pack- 
ard. But when war conditions per- 
mit, Packard will build cars again, 
carrying out an expansion pro- 
gram that will double Packard’s 
biggest pre-war output. Your 
future Packard will be well worth 
waiting for! 
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PRECISION-BUILT POWER 





TAXPAYER \C 
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2,470 miles 
Les Angeles 6 hrs., 31 min., 30 sec. New York 
Pee eal ha z ee 
-" wen E 
2,200 miles ; 
Labrador 6 hrs., 46 min. British Isles © 


3. Remember the famous week when a 
Mustang broke the trans-continen- 
tal speed record, and a Mosquito 
plane set a new trans-Atlantic speed 
record? These planes were powered | 
by Packard-built Rolls-Royce air- 
craft engines. 
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INCOME TAXES NET PROFIT ointm 


6. Packardincome tax for 1944 is esti- FonCer: 
mated to exceed $19,000,000 — fably « 
almost five times larger than the Munity 
company’s expected net profit. In Well k1 
fact, less than 1 cent out of every the re: 


dollar of business done remained | As 4 


as net income. 





A special postscript 
to Packard owners 


Packard is also producing 
vital parts to help keep the 
nation’s transportation roll- 
ing, and Packard dealers are 
trained in protective wartime 
service. Keep your car at its 
best—you may have to drive 
it longer than you think! 


ASK THE MAN WHO OWNS ONE 
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The Trend of Events 


p HE WALLACE APPOINTMENT... The Senate Com- 
erce Committee’s action on the Wallace ap- 
r ointment is expressive of the resentment and 
oncern created by that appointment which indubi- 
ably came as a major blow to the business com- 
unity. The facts behind the appointment are too 
ell known to require repetition; they fully explain 
every the reaction on the part of business and industry. 
ined! As this is being written, the stage is set for a 


showdown battle on the Senate floor with every in- 
ication that the nomination will be rejected by a 
slight margin, though there can of course be no 
bsolute certainty as to the outcome of the voting. 
he position of Secretary of Commerce would have 
een a rich plum, carrying with it the RFC and its 
ubsidiaries representing assets of some $20 million. 
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1g ith the latter now being separated from the De- 
he artment and returned to independent status, there 
ll- | will presumably be less objection to Mr. Wallace’s 
re |pbtaining the secretaryship which he declared him- 
- elf willing to accept even though shorn of the lend- 
‘wi ng agencies. Yet there are several aspects that 
os rouble business men deeply. 

K! They fear that Mr. Wallace will use his position 


s Secretary of Commerce to promote actively direct 
abor participation in the management of industry, 
he primary postwar objective of the CIO. They 
ear that the Commerce Department under his di- 
rection will cease to play its traditional role as an 
gency to advance the welfare of business and will 
eek instead to force business development and poli- 
ties into directions favored by organized labor. They 


NE 








are mindful of the widespread suggestion that this 
reward for Mr. Wallace, whose long political career 
has been marked by frequent attacks on “big busi- 
ness”, may also constitute a payment to Sidney Hill- 
man’s CIO Political Action Committee for its effec- 
tive campaign for the President’s reelection. Un- 
doubtedly Mr. Wallace’s powerful left wing sup- 
porters will rally strongly to his support in order 
to obtain Senate confirmation. The outcome of the 
Senate battle should thus afford an excellent yard- 
stick of Labor’s power and influence. 

Regardless of how Mr. Wallace will fare in this 
fracas which seems to have gone beyond the Presi- 
dent’s expectations, the idea suggests itself that 
there is more to the case than meets the eye. The 
tenor of the President’s letter to Jesse Jones, oust- 
ing him from his position, is in some quarters held 
as implying little insistence that Mr. Wallace get the 
Loan Administrator’s job. It expresses no deep con- 
viction of Mr. Wallace’s ability to hold this impor- 
tant post. It openly marks the appointment as pay- 
ment of a political debt. Could it be, some ask, that 
the President will be quite satisfied with having 
Wallace merely hold the post of Secretary of Com- 
merce, leaving it up to Congress to do the rest? 


THE 25% TAX LIMIT ... The seven year old cam- 
paign to place a limit of 25% on the Federal Govern- 
ment’s power to tax incomes, gifts and estates is 
reported to make progress. Eighteen of thirty-two 
states needed to propose such an amendment to the 
constitution already have petitioned Congress to 
submit such a proposal. At least fifteen additional 
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state legislatures early this year will be confronted 
with resolutions for similar petitions; others may 
follow. What the advocates of tax limitation intend 
to do, if possible, is to compel Congress to submit 
a constitutional amendment to the states. If suc- 
cessful, it would be the first time in the nation’s 
history that such a course has been adopted. 

The tax limitation move, or rather its vigorous 
revival, is of course directed at postwar fiscal poli- 
cies. The proposed constitutional amendment, in Sec- 
tion 4, specifically makes the limitation “subject to 
the qualification that in the event of a war in which 
the United States is engaged creating a grave na- 
tional emergency requiring such action to avoid 
national disaster, the Congress by a vote of three- 
fourths of each house may for a period not exceed- 
ing one year increase (taxes) beyond the (stated) 
limits . . .” Congress so far has been unwilling to 
submit such an amendment. The Administration and 
more particularly the Treasury Department are 
strenuously opposed to it. 

A 25% tax limit, if feasible, would of course be a 
fine thing and welcomed by every tax payer. And 
it must be admitted that the present time of heavy 
tax burdens and the prospect of continued high 
levies after the war is psychologically well suited to 
foster this campaign. Little wonder, then, that the 
movement is gaining ground. But is it feasible? 

The move was born in the fears of businessmen 
who were alarmed nearly seven years ago by the 
Administration’s continuing deficit spendings. At 
that time, a fairly good case could be made for an 
effort to curtail spending, and obviously the only 
effective way was to try and limit congressional 
power to raise revenues by taxation. 

Today, things are different. Much as lower taxes 
are to be desired, it is now a question of whether 
we can afford lower taxes, whether we can carry 
our swollen debt and make an effort at eventual 
debt retirement while placing a 25% limit on Federal 
tax rates. The only way to do it, tax limitation ad- 
vocates say, is by drastically cutting normal Govern- 
ment expenditures, by giving up prevailing ideas 
of a compensatory economy with vast Government 
outlays to support high level employment and na- 
tional income, in short by “retiring Government 
from business.” It all boils down to a question of 
political feasibility rather than one of financial 
practicability. And in answering that question, your 
opinion is as good as ours. 


THE BAN ON FLOOR TRADING .. . The recommen- 
dation of the SEC for abolition of floor trading on 
New York’s two stock exchanges, if it had been 
made twenty years ago, would have been a veritable 
bombshell. Today it is more of academic interest 
than of great practical importance for under today’s 
“purified” type of market, the floor trader’s role 
is far from what it used to be. Still, the proposal 
has found little approval in the financial community 
and open resentment in some quarters. 

Two things have gone far to minimize the floor 
trader’s role as a market factor. One is the almost 


- complete disappearance of general public speculation 


on margin. The other are the restrictions imposed 
upon general trading by new regulations, especially 


those concerning short sales. As time went on, such 
influence as the floor trader ever wielded — which 
was usually less than commonly assumed — progres- 
sively declined and it is doubtful that his complete 
disappearance would produce any perceptible change 
in the market’s functioning or efficiency. At any 
rate, whatever the outcome of the SEC proposal, 
there is no reason to anticipate any consequential 
change in the state of the market. 

Admittedly, there have been some abuses by floor 


traders in the past and it is felt some overtrading| 


occurred last Spring and Summer, particularly in 
the lower-priced motor shares. More recently, con- 
siderable activity in the radio-television-electronics 
group was at least partly ascribed to the initiative 
of floor traders. However, the New York Stock Ex- 
change was already cooperating with the SEC for 
the elimination of possible abuses when the com- 
mission sprang the suggestion that the entire system 
be abandoned. It is another sample of how closely 
the commission is watching and supervising trading 
activities. 

There are only about 35 of the New York Stock Ex- 
change’s membership of 1,875 who are floor traders. 


Opinions differ as to how much the trading volume’ 


would be reduced, if the SEC insists on abolition. 
Normally floor traders are believed to account for’ 
not more than 6% of the turnover but it is held 
doubtful that volume would drop that much, as 
members would still be permitted to buy and sell 
for their own account so long as they are not phys- 
ically present on the trading floor. Probably it 
would cut volume by no more than 3%; Exchange} 


officials’ opine this still would be an important bit} 
of trading which should be preserved to support) 
the market during selling flurries and thus keep} 


the trend more orderly. 


CHEAPER AIR TRAVEL . . . Reduction in passenger 
fares, already in effect and proposed, by air trans- 
port companies is. not likely to have any important 
near or long term adverse effect upon industry earn- 
ings. Earnings of many concerns have reached a 
point where any further gains would subject them 
heavily to excess profits taxes. The same factor 
should also soften the Civil Aeronautic Board’s di- 
rective for an almost 50% cut in mail charges 
applied against four of the major air transport 
companies. Decreased rates are expected to assure 
a continuance of the steady growth in air transpor- 
tation, with some authorities looking for a quad- 
rupling of passenger traffic volume in the first five 
years after hostilities end. There is ample proof of 
the soundness of the premise that lower rates con- 
stitute the most effective stimulant of volume. It 
has worked that way in virtually all of our “growth 
industries”; their progress would have been im- 
possible, had they tenaciously adhered to high prices 
rather than lowered them to broaden their con- 
sumer markets. The air transport industry is no 
exception from this rule; in the end it stands to 
benefit far more than the relatively small increment, 
in net earnings that would result from retention of} 
higher fares, which sooner or later would have to 
come down anyway to compete with other forms of 
transportation. 
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as g See GL: BY CHARLES BENEDICT 


THE BIG THREE CONFERENCE 


— is bound to be a very realistic approach 
ito the bargaining between Roosevelt, Churchill 
and Stalin when they meet for what promises to be 
the most decisive conference of the war, for now 
it is no longer possible to conceal the real objectives 
of the various powers. Lip service will no longer do, 
as events since our invasion of the European Con- 
tinent have clearly shown up the trends as to intent 
and goals. 

The President comes better armed to this con- 
ference than in the past, thanks to Senator Vanden- 
berg, and we can therefore expect a firming up of 
the American stand in relation to the demands of 
‘our allies, if it is not again postponed. 

The British position, as we know, is mainly de- 
termined by economic, financial and trade problems, 
apart from the natural aim to conserve if not 
strengthen the Empire position. The Russian prob- 
lem on the other hand, centers on the establishment 
of so-called “‘protective” zones around that country’s 


nort ‘far beyond anything formerly envisaged by the wes- 
& allies. Whereas 


we are out to build a 
new world, Russia 
intends to secure 
herself in every way 
‘that she can. In 
its practical applica- 
tion, as far as Rus- 
sia is concerned, 
this means the elim- 
ination of all focal 
points of power in 
both Europe and 
Asia, with the crea- 
‘tion of a vast em- 
pire for Russia. 
The Russian of- 
fensive has moved 
along with extraor- 
dinary speed. But 
judging from re- 
‘ports, the Germans 
‘apparently succeed- 
ed in evacuating the 
bulk of the popula- 
tions of districts since overrun by Red armies, hence 
one is led to believe that the speedy Russian prog- 
ress is not only due to the undoubtedly tremendous 
force and driving power applied but in part at least 
to an apparent German withdrawal movement with 
the possibility of a determined stand later in a des- 
perate attempt to block the way to Berlin. Whether 
the Nazis can do so is another question, depending 
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This woodcut from partisan China depicts General Mao Tse-tung, secretary 
of the Chinese Communist Party addressing a large mass meeting. 


on their ability to rally their badly scattered forces 
and on Russian ability to maintain their pace as 
supply lines strengthen and enemy resistance stif- 
fens. As it now looks, the chances are that the 
Russian armies will not break through to Berlin in 
time to enable Stalin to press a fait accompli upon 
the participants of the forthcoming conference. 

Moreover, the scorched earth policy practiced by 
the Germans may destroy considerable hope Stalin 
may have had of taking over intact German industry 
and together with Russian productive facilities weld 
it into a nucleus around which Russian rehabilitation 
could be organized without too great dependence on 
outside help. If so, Stalin will have lost an important 
ace card which he might well have wanted to play 
to drive us into acquiescence to demands greatly 
conflicting with our own interests or objectives in the 
postwar organization for peace. 

In this connection, Russia’s reported request for 
a $6 billion postwar loan assumes added importance. 
Already it is said fo have injected a new and deli- 
cate issue into the imminent conference, one that 
may possibly 
“snarl” the “Big 
Three” parley, with 
some quarters urg- 
ing tactful delay of 
postwar financial ne- 
gotiations with the 
idea of holding this 
“ace card” for later. 
At any rate, it will 
furnish an occasion 
to remind Stalin 
that many long- 
term benefits includ- 
ing American finan- 
cial aid depend on 
peace arrangements 
which substantially 
satisfy | American 
public opinion. 

Most likely, the 
Japanese question, 
too, will be on the 
conference agenda. 
Our strategy has 
been so successful, and our armies are now so close 
to the Asiatic mainland, that Russia will find that 
the time has come to take a more active interest 
in discussions regarding Japan. There are definite 
signs that this is so; for example Japanese uneasi- 
ness over Russia’s attitude has been mounting, as 
witness the new diplomatic appointments to Japan’s 
Moscow embassy. (Please turn to page 500) 
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What Market Movements Indicate 


The growing probability of early peace in Europe may bring further unsettlement 
which we expect to be selective and fairly moderate. But the actuality of visible 
business decline after V-E Day may prove a more severe test of market fortitude. 
We favor a cautiously selective policy, with some funds in reserve. 


BY A. T. MILLER 


Only a fortnight ago speculative sentiment was 
preponderantly bullish. The “weather signs” pro- 
vided by the market’s performance were entirely 
favorable. It was the consensus of opinion that we 
faced a long war in Europe. The issues in greatest 
demand were war stocks or stocks with a consider- 
able “war flavor’, including rails, coppers, aircrafts, 
shipbuilding, liquor and oils. 

While acknowledging that the then prevailing 
evidence appeared to point to further probable ad- 
vance in the averages, we reminded you that the 
duration of the war was still the most speculative 
of all questions confronting the market, and that 
the “long war” view then current conceivably might 
be suddenly changed by battlefront developments at 
almost any time. Even as that analysis was being 
written, the Russians—as we all know — were 
poised for an offensive so spectacularly successful 
that in barely one week’s time it forced an almost 
complete reversal in speculative thinking about the 
duration of the war. 

The railroad stocks, and many other issues which 
had advanced so smartly in early January, slid off 
just as sharply as they had gone up. At last week’s 
average lows the rails were back where they had 
been seven weeks previously and had cancelled over 
30 per cent of their rise from the intermediate-reac- 
tion low of last September. Although the Dow in- 
dustrial average declined only 414 points from the 
Jan. 11 high, this nevertheless was a cancellation of 
almost 35 per cent of the moderate, irregular — and 
at times very laborious — advance since Sept. 14. 

However, it is encouraging to note that by the 
middle of last week the market apparently had be- 
come pretty much accustomed to the thought that 
the end of the European war may possibly be very 
near, and was showing less inclination to be jittery 
about it. No important amount of investment selling 
had been done, and good grade peace stocks had re- 
treated very little. With volume far down from 
2,000,000-shares-a-day level of two and three weeks 
ago, the averages have since rallied fairly well. At 
this writing the industrials have made up roughly 
half of the ground they had lost, the rails not quite 
a third of it. 

For the market as a whole, we doubt very much 
that the strong bullish mood of the first half of 
January can be recaptured any time soon. The les- 
son taught speculators by the abrupt shifts in war 
sentiment and market selectivity during the less 
than six weeks since the Germans smashed deep 
into Belgium through our First Army sector will 
not be so quickly forgotten. Moreover, the present 
belief that the beginning of the period of transitional 
economic adjustment may not be many weeks ahead 
—— for a somewhat more cautious sentiment all 
around. 
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Therefore, we think it is rather unlikely that the 
Dow industrial and rail averages can rise above the 
recent highs of 155.85 and 51.03, respectively, until 
some new, or largely new, psychological basis for 
a good advance is established, and that will take 
time. If this view is correct, the new “leg” of the 
bull market that was “signalled” by the upside 
break-out in December will have temporarily added 
only about 5 points, in the industrial average, to 
the previous recovery high. We have repeatedly ex. 
pressed .the view in these articles that such an ad- 
vance was more likely to prove both limited and 
selective than broad and sustained. 

We expect that the current low-volume rally will 
give way to some renewed unsettlement if the war 
news continues dramatically good, and that last) 
week’s lows in the averages will at least be tested) 
out. A great deal of the market’s time, most of it 
in fact, since the late summer of 1943 has beer 
spent with the averages confined to restricted trad, 
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ing ranges, while would-be buyers and sellers de- 
| bated what to do and wondered what to expect. The 
| practical question now, assuming for the moment 
| that the end of the European war is very near, is 
whether the market is again slipping into a wait- 
and-see trading range or whether a serious general 
decline is likely. Our opinion, though we don’t feel 
too dogmatic about it, is that a relatively moderate 
| decline, followed by a selective trading-r ange phase, 


_ is more probable than a drastic retreat in prices. 


There are various reasons why we think so. The 


_ basic ones are that, peace, as we have said before, 


is fundamentally bullish; that the supply of invest- 
ible funds is so large; and that general confidence 
in postwar potentials remains high. Though the 
mood is now cautious, as people think more of “re- 
conversion deflation” than at any time in many 
months, this will not preclude selective demand for 


| Stocks, especially if and as reaction makes desirable 


issues available at moderately more tempting prices. 

Then, too, we had a test of the market effects of 
sentiment late last summer. When the 
Allied armies were racing through France, captur- 
ing or otherwise putting out of action about one 


_ million German soldiers, it was widely believed — 
, even in high official quarters — that Germany would 
' be knocked out of the war by Christmas. Yet the 
' maximum reaction in the Dow industrial average 
_was from 150.50 down to 142.96. 


Next, even if the Russians continue to make fast 


| progress and even if the Allied armies soon break 


through to the Rhine —bringing the end within 
February-March —the period of real surprise is 
already over so far as early peace possibilities are 
concerned. Early peace—whether overnight or 
within a few weeks or within a few months — is 
now substantially.“allowed for” in investment and 
speculative thinking; and the market never responds 
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very violently to events which are expected. If the 
Germans manage to make another temporary stand 
somewhere, as would not be particularly surprising 
since no large numbers of them have so far been 
surrounded and captured, that would give the market 
more time to get used to the idea of early peace and 
to feel more cheerful about it. 

In the second half of 19438, after the collapse of 
the Mussolini regime had first raised hopes of early 
peace, the industrial average declined 16 points from 
145.82 to 129.57. But the technical position was 
weaker then than now, for that decline had been 
preceded by a more sustained and violent rise—espe- 
cially in low-price stocks — than anything we have 
seen in recent months, excepting in rails. And the 
inflationary pressure, as measured by money supply 
and projected Federal spending policies, is stronger 
now than then. Tentatively, we rather doubt that a 
“peace reaction” would break last September’s low 
of about 143 in the industrial average. That would 
be nearly 13 points down from the January high, 
8 points down from last week’s low. It might halt 
measurably short of that. 

We are more doubtful about possible market ac- 
tion during the early phases of reconversion itself. 
Modern markets tend to respond with the news 
rather more than in anticipation of it. Everybody 
knows that there will be a decline in production and 
employment after V-E Day — but it is still on the 
abstract plane. When it becomes a visible fact, we 
suspect it may test the market’s fortitude more 
than will the current expectation of early peace in 
Europe. We continue to recommend a highly selec- 
tive policy, holding a considerable amount of cash 
in reserve for buying opportunities in stocks with 
well-defined and not over-discounted potentials, such 
as will be presented on other pages of this publica- 
tion from time to time.—Monday, January 29. 
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BY THOMAS L. GODEY 


—— to advance planning by the War Pro- 
duction Board, by Congress and by industrial 
managements, we are reasonably well prepared to 
meet the temporary problems of transitional adjust- 
ment which will confront us after the defeat of 
Germany — an event which, in view of recent de- 
velopments on the fighting fronts, may not be nearly 
so distant as most of us were fearing only a few 
weeks ago. 

Nor is there much basis for doubt about the gen- 
eral economic outlook during the “catching up” pe- 
riod of civilian production, beginning before the end 
of the war with Japan and probably continuing for 
some time thereafter. At home, needs for consumer 
durable and semi-durable goods have accumulated 
as never before; and so have the means of payment, 
i.e., liquid savings. Abroad there are. great vacuums 
to be filled in both consumer and producer goods. 
These are the makings of a fortuitous production 
boom, but the foundation for it is, of course, just 
as abnormal and impermanent as that underlying 
the present high level of war-time activity. 

The real challenge, as our statesmen and more 
thoughtful citizens have not for a moment forgotten, 
is longer-range. We want lasting high productivity 
and employment, with increased individual and col- 
lective security, without surrender of individual 
freedom or opportunity. We want an orderly, pros- 
perous world not only policed to preserve peace but 
with the economic frictions, which make for nation- 
alism and war, reduced to a minimum. ; 

‘These desires are easily stated and involve no 
controversy. But the possible ways and means of 
realizing them, as suggested by governmental plan- 
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ners and private groups, are scarcely more than 
statements of general principles. National policy on 
these basic matters, domestic and international, 
must be formulated by the Administration and 
Congress, and must be backed by public opinion. 
Regardless of the plans which the Administration 
may have for the post-war world, they do not yet 
foot up to a national policy either with respect to 
the long-term functioning of our economic system 
or our international relations. The measures it ad- 
vocates must be submitted piecemeal to Congress for 
acceptance, rejection or modification. Congress, of 
course, is not equipped to play any more positive 
role than this in developing national policy. 


So far the relations between the new Congress and | 


the President are the most harmonious in some 
years. This is not primarily because the election 
increased the Democratic strength in Congress. The 
previous anti-New Deal coalition in the House was 
not decisively affected, and that in the Senate not 
at all. It is because Mr. Roosevelt has put the New 
Deal on the shelf for the duration of the war, is 
wholly obsessed for the present with winning the 
war and securing the peace, and to this end is stu- 
diously avoiding controversy with Congress, and 
cultivating eooperation. 

Note that he made no fight to prevent the Senate’s 
killing of the St. Lawrence waterway project; that 
he passively signed the Social Security tax freeze, 
though he was_ opposed to it and had unsuccessfully 
vetoed it the year before; that his State Department 
appointments, after the resignation of Mr. Hull, were 
plainly of a kind to satisfy the conservative majority 
of the Senate; and that he has been conferring more 
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and more on foreign policy with Congressional lead- 
ers of both parties. From all of the evidence, there 
will be unusually little controversy until after Ger- 
many is defeated — or, it would be more accurate 
to say, until after the Senate has ratified American 
participation in a world security organization. The 
President apparently will compromise or even grace- 
fully accept defeat on almost anything except that. 

Moreover, Mr. Roosevelt will compromise on the 
form of world security organization if the substance 
can be had. The purpose of the continuing private 
consultations with Senate leaders is to build up 
advance agreement. There is increasing promise 
that Roosevelt will succeed where Wilson failed and 
hat Senate action may be a foregone conclusion, 
ven though preceded by extensive debate. 

But on these questions of foreign relations, the 
tentative blueprints run heavily to the pelitical side. 
They have to do with assemblies, and councils, and 
alliances and military guarantees and great power 
diplomacy. On the down-to-earth economic and com- 
mercial matters —the problems of international 
‘trade and payments — the proposals and the think- 
‘ing are much more tentative, vague or controversial. 
‘That is a statement of fact, not of criticism. It is 
difficult to imagine how it could be any other way, 
in view of the complexities and conflicts of national 
interests involved, of the fact that the President 
has by no means a free bargaining hand, and of the 
fact that Congress is much more willing to under- 
write essentially military arrangements for keeping 
‘the peace — by keeping Germany and Japan down — 
‘than it is to underwrite international financial and 
‘trade arrangements which, to be acceptable to our 
chief Allies, would necessarily have this country 
mainly on the giving end. 

Senator Vandenberg seems to think that a — 
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' military commitment is the one thing which the 
_| British and the Russians most want from us and 


‘that therefore the qualified proffer of it can be used 
| for bargaining. This may be open to question on two 
counts. In the first place, our self-interest in keep- 
ing Germany and Japan disarmed is no less than 
that of Britain or Russia, since it is perfectly obvious 
by now that we could no more stay out of another 
world conflict than we could stay out of the last 
two. This is so patent that our public opinion would 


back a long-term, or permanent, military arrange- 
ment to keep the peace even if there were no hope 
of effecting international financial and economic ar- 
rangements more workable than those of the past. 
The offer to do something which national self-in- 
terest demands anyway is not such a strong bar- 
gaining weapon. 


International Relations 


In the second place, it is conceivable that Russia 
will come out of the war so strong, and with such 
dominant influence over eastern and central Europe, 
that she will feel no particularly urgent need for an 
American military guarantee, especially since she 
already has military pacts with Britain and France. 
Post-war Germany, for that matter, may be Com- 
munist. In any event, every European country’s post- 
war economy, whether Communist or not, will be 
essentially a government-managed economy. 


So the core of our problem of international rela- 
tions may be far different from what so many 
people now imagine. As the writer sees it, it may 
very well be much less a problem of how to keep 
Germany and Japan from making war again and 
much more a problem of how to do business — on 
something more advantageous than a give-away 
basis —in a world of managed economies, while 
striving to keep our own economy as free as possible. 

This is the problem that will weigh heavily on 
Congress when it considers the currency stabiliza- 
tion proposals and the international bank plan de- 
veloped at the Bretton Woods conference, as well 
as all other proposals relating to foreign lending and 
foreign trade. All of the plans to date put reliance 
on financial mechanisms resting essentially on a 
foundation of American lending. There is no magic 
in foreign capital loans, whether made by private 
bankers or by governmental arrangement — and 
Congress knows it. In the long run such loans can 
not be serviced, much less repaid, except through 
American imports, or their equivalent, from the 
debtor countries. Yet in all of our foreign trade 
thinking to date the emphasis is mainly on increas- 
ing our exports, to aid domestic employment, with 
comparatively less thought to greatly increased im- 
ports. (Continued on following page) 
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Wilson Dam on Tennessee River. Great water power projects, such as this, will come 





up for congressional decision this year. 
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As of the present time, it seems somewhat doubt- 
ful to the writer whether Congress will accept the 
Bretton Woods proposals —or that it is likely to 
formulate any satisfactory alternative program. 
However, it will be agreeable to subsidizing Ameri- 
can exports, via loan arrangements within limits 
less grandiose than some within the Administration 
have in mind. In the writer’s belief, this is much 
more likely to be done through the Import-Export 
Bank or a similar instrument, than through any 
mechanism subject to even partial foreign manage- 
ment or control. 

Other important matters on which this Congress 
will act, though not all of them this year, include: 

Readjustment of the Federal tax structure as 
soon as feasible. The timing of relaxation and/or 
abandonment of wage and price controls. Expansion 
of the Social Security program, as promised by both 
Parties. Unemployment insurance questions. Pro- 
motion of small business, probably with credit aid. 
The international oil and aviation agreements. Re- 
vision, upward of course, of the basic minimum wage 
law. The proposed new series of regional power and 
flood control projects (TVA type). Refinement of 
surplus disposal policy, the present law being unsat- 
isfactory. Possible revision of the Wagner Act and 
the anti-strike law, but not before V-E Day and 
possibly not until full peace returns. And, finally, 
controversial proposals, such as those of Senator 
Murray, for specific Federal underwriting of high 
peacetime employment. 

Among the foregone conclusions, and therefore 
not placed in the above list, are nearby extension 
of the stabilization law; the extension of the rene- 
gotiation law; the increasing of the $260 billion 
national debt limit; and continuing huge appropria- 
tions for war purposes, probably with a further en- 
largement also of make-work public projects for 
post-war. 

There is no chance whatever for any changes in 
taxes before defeat of Germany. And since revenue 
bills usually take some months to wind their way 
through Congress, the odds are greatly against tax 
relief applicable to 1945 income even if the Euro- 
pean war should end by mid-year. But action is very 
likely next year, for 1946 is another election year 
for the House and for one-third of the Senators. 





PT Bim it 
| Raa WRN 
International News Photo 


Delegates to Monetary Parley in session at Bretton Woods. 
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And you can put it down now that this first tay 
revision will be more political than scientific. The 
notion that corporations will get the first and largest 
relief, and that individuals will continue paying taxes 
not much lower than at present, will not stand politi- 
cal examination, however much economic sense it 
might make. At least from the point of view which 
has prevailed in Washington for some years now, 
it wouldn’t even make economic sense. Just as the 
Administration and Congress will favor higher 
wages, on the “purchasing power” theory of busi- 
ness stimulation, so they will favor income tax 
reduction for the lower-income people who account 
for three-quarters or so of consumption expendi- 
tures. By coincidence, or maybe not, this reasoning 
fits in nicely with political requirements, since it 
favors the largest aggrégate of voters. 


Tax Outlook 


The middle class will get relatively much less tax 
relief in 1946 or thereafter, and the rich will get 
still less. There is a 50-50 chance that corporations 
will get a moderate reduction in the excess profits 
tax rate before the end of the Japanese war. But 
since revenue needs will remain so large in the peace 
years, it is increasingly doubtful that EPT will be 
entirely eliminated unless at the same time there 
is some offsetting boost in the combined normal and 
surtax rate, now 40 per cent. In the writer’s opinion, 
it would be highly optimistic to count on an effective 
corporate rate of less than 50 per cent for a number 
of years after the war. 


In short, the approach to the much talked of cor- 
porate “tax incentives” will be selective and limited. 
It may not for a long time go beyond liberalized 
amortization or depreciation allowances on new plant 
facilities, since this would involve relatively small 
loss of current Treasury intake. But as relief from 
double taxation of dividends involves a very sizable 
chunk of revenue, the chances for prompt action are 
not too good. 

The plain truth is that the “conservatism” of 
Congress has never extended to fiscal matters ex- 
cept in mere lip service. Both Roosevelt and Congress 
apparently have cheerfully forgotten the Roosevelt 
warning of ten years ago about the danger of liberal 
governments wrecking themselves ‘“‘on the rocks of 
loose fiscal policy”. Certainly the President’s budget 
message paints a picture of more and bigger peace- 
time deficits, for in the reiterated promise of 60,- 
000,000 post-war jobs the chief reliance is placed 
on Federal spending, though stimulation of private 
spending and investment got a general and some- 
what vague endorsement. 


If Congress has any policy for stimulating private 
investment, it is no less vague. On spending to make 
jobs, it will substantially go along with the Admin- 
istration, as heretofore. The technique is simple. 
The President asks for larger appropriations than 
he expects to get, permitting Congress to go through 
the empty motions of being economical by subtract- 
ing a bit. The Murray proposal for an employment 
budget, first touted by Henry Wallace, probably will 
not be adopted but that will make little difference. 
It amounts to little more than putting on a formal 
basis the Government’s (Please turn to page 496) 
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BY WARD GATES 


N recent weeks, the speculative markets were called 

upon to examine afresh the forces that will govern 
prices over the next several months, and in the 
process they have made it clear that war news with 
their implications as to the end of the fighting in 
Europe are presently far and away the leading ele- 
ment influencing market sentiment. 

In the latter part of December and the forepart 
of January, the impact of the allied setback in Bel- 
gium and the resultant stress on the prospect of a 
longer war promoted a broad upward movement of 
stock prices after a prolonged churning period in a 
relatively narrow trading area. More recently, the 
market declined as the lightning advances of the 
Russian armies across Poland and into Germany 
once more brightened prospects that the war in 
Europe may be over, after all, sooner than expected. 
The performance again confirmed the apparent para- 
dox that good war news is bearish, bad war news 
bullish, but above all it established the duration of 
the war in Europe as the leading, and at the same 
time most speculative, factor in the present-day 
market. 

Nothing could be farther off the mark than to 
infer therefrom that peace itself is bearish; it is 
not. Those who insist on a conservative appraisal 
of the national debt see nothing in a prolonged war 
to foster long-range market optimism while the 
contrary-minded feel that the facts warrant expec- 
tations of at least controlled inflation, or perhaps 
something less gentle. At the moment, the latter 
view seems to predominate, hence the bullish market 
interpretation of the longer war prospect. At the 
same time, it is felt that anything tending to pro- 
long war assures continued capacity or near-capacity 
operations of industry with attendant high earnings 
while the approach of peace tends to revive transi- 
tional uncertainties and all it may mean to our 
economy in the way of temporary unsettlement, in- 
terrupted production, declining earnings, unemploy- 
ment and its repercussions on consumer spending. 

It would be oversimplifying matters, however, to 
suggest that war news alone are at the bottom of 
current market movements. While they proved a 
major factor whenever they appeared to have a de- 
cisive bearing on the war’s duration, this factor 
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has operated in conjunction or conflict with other 
elements with the result that the primary effect 
was either strengthened or diluted, as the case may 
have been. The inevitable outcome of this was the 
creation of trends within trends: Frequently in the 
last few weeks, there have been quite as many 
people who were willing to take profits and stand 
on the sidelines as there have been those who were 
anxious to buy, in line with individual interpretation 
—or preferences — of current news factors. War 
and peace stocks have been putting on one of their 
periodic performances. Initially, the war babies, as 
might have been expected, have spurted on the turn 
of the war in Europe while peace issues moved little 
and generally remained neglected. More recently, 
the latter have again been “nibbled at” while war 
issues and especially railroads registered sizable 
declines. All in all, even in periods of clear-cut mar- 
ket trends, the market has not been all one thing 
or another. There has been a good deal of buying 
of old-line favorites, and the general trading level 
has been sufficiently large to demonstrate the 
breadth of investor interest. 

Strictly war factors, however, are now being in- 
terpreted with somewhat greater reservation, it 
seems. Just as some observers felt towards the close 
of last year that the extreme in pessimism would be 
followed by an extreme in optimism, so now it is 
likely that the market, should stiffer resistance be 
offered to the Russian onslaught, will evaluate more 
conservatively the outlook for early peace. In other 
words, the chances are that the pendulum has been 
swinging from one extreme to the other and sus- 
picion of that, or at least the possibility thereof, 
has already been pervading the more thoughtful 
strata of market followers. Really sensational war 
news naturally could quickly change this attitude. 

In spite of the normally cold-blooded logic which 
the market applies to daily events and their longer 
term interpretation, the market appears to be unable 
to escape these periodic and sometimes rapid shifts 
in sentiment, be it the question of the war’s dura- 
tion or the question whether the postwar will bring 
boom or depression. The volatile fringe of market 
followers sees to that, and that fringe has been 
considerably strengthened of late. The purely specu- 
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lative crowd always increases when the advance in 
prices convinces enough people that a real bull 
market is on, and that is what the recent succession 
of two million shares days has done. Their influence 
hence has become more marked, though frequently 
based on shallow or oblique thinking. Few will dis- 
pute the long-term benefits of peace or, conversely, 
the rise of long-term problems attendant to a long 
war both in the economic and social sphere. Yet 
since the war has produced great changes in busi- 
ness activity, it is natural for many to fear that 
peace also will bring equally incisive shifts which 
necessarily will find reflection in corporate profits 
and consequently in prices for stocks and bonds. 
Admittedly, in times like these it is often difficult 
to maintain a sober perspective. Therefore, shifting 
sentiment, not necessarily always well-founded, can 
be relied upon to play its part and must be reckoned 
with in anticipating the market’s reaction to any 
given development. It is safe to assume that war 
prospects will continue as the most important single 
ingredient in present stock market psychology; in 
their actual market effect, however, they will be 
subject to a number of basic elements barely less 
weighty. 


While the early swing toward longer war psy- 
chology undoubtedly was an important factor of 
strength, it is widely felt that another prime mover 
was the spilling over into equities of some of the 
huge reservoir of investible funds dislodged from 
bonds and preferred stocks currently redeemed or 
refunded, and the changed investment attitude to- 
wards common stocks under pressure of the search 
for yield. Then there is the fear of inflation, the talk 
and evidence of “frightened” money seeking refuge 
in “real” values rather than in war bonds or the 
vaults of saving banks. Prospect of a long war is 
widely viewed as prima facie evidence of an even- 
tual worsening of the inflationary problem, what 
with further debt increase, constant accumulation 
of savings and deferred civilian demands. But while 
the inflation factor is strengthened by long-war 
psychology, it tends to persist — as it now does — 
even if the war outlook pendulum swings to the 
optimistic side. So far, inflationary pressures were 
held well in check and even looking ahead, no really 
damaging price inflation seems likely. Inflationary 
fears center chiefly on the prospect of continued 
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deficit financing after the war. The market of course 
is in the mood of making the most of any inflation- 
ary material it can find, and to suppose that much 
exists that cannot immediately be seen or definitely 
tagged as such. This certainly applied to the recent 
presidential message to Congress and the annual 
budget message, containing blueprints for full post- 
war employment and foreshadowing — under given 
conditions — continued deficit spending on top of an 
already heavy public debt. In both, the market saw 
inflation and subsequently enjoyed a strong rise in 
active trading. Such gusts might be disregarded as 
temporary under some circumstances but with the 
speculative tendency on the make, they assume 
greater market importance. Thus despite the latest 
reaction on better war news, sentiment has remained 
fairly confident among those favoring the upside. 
It is the President’s reference to vast public works 
to supplement private enterprise efforts toward 
achievement of full employment, the resurrection of 
all the spending devices of the Thirties that fires spec- 
ulative imaginations. Those who are easily reassured 
have taken heart in the President’s suggestion that 
private enterprise should have first try at main- 
taining full employment; but others find it difficult 
either to believe in success of the latter or to square 
the circle of unlimited public spending with lower 
taxation or balanced budgets. And Mr. Wallace’s 
appointment to the post of Secretary of Commerce 
has done nothing to assure the latter group. 


Thus we find that there are now so many who 
look to a distant period of inflation that they con- 
stitute a big support force against the tendency of 
others to be bearish in fear of a postwar depression. 
The feeling is widespread that depression or no, it 
won’t last long and will be followed by a big in- 
flationary boom. Certainly, they aver, the President 
hinted as much in his messages. This way of rea- 
soning had the tendency of diluting the market 
effect of the newly revived “shorter war” psychol- 
ogy. The market, it seems, is now torn between the 
conflicting pulls of inflation (bullish) and shorter 
war prospects (bearish) with the latter recently 
outdoing the former, mainly because of its shorter 
range potential. But at the moment at least, there 
is unquestionably a trend towards more sober evalu- 
ation of the war news, not alone in the sense of 
vealization that there is always the possibility of 
stiffening German resistance to the Russian steam 
roller which may retard the end. One section of 
opinion views with some concern the prospect of a 
rapid and victorious Russian race to Berlin on the 
theory that in such an event the postwar outlook 
(internationally) may well be somewhat different 
from what it is hoped it will be, with undesirable 
repercussions on our peace-time economy. 


Striking A Balance 


All in all, it appears a valid assumption that the 
market is now trying to strike a balance between 
the major factors discussed. The result has been a 
tendency to discount the probability of a sharp sell- 
off, aided by elements of underlying strength most 
of which will operate for quite some time and there- 
fore can be relied upon to counteract or minimize 
any future market upset arising from a sudden turn 
in war developments, that is good news tending to 
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strengthen the probability of a shorter-than-ex- 
pected war. 

There is, first of all, the continued pressure of 
idle funds seeking employment and progressively 
shifting into stocks. Almost every day we can ob- 
serve the effects of the unusual money market con- 
ditions with its low interest rates and surplus funds 
seeking outlets, the rapid absorption of new securi- 
ties offered, the profitable refundings of corpora- 
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tions, the competition of investors, large and small, 
to put their funds to profitable use. All these are 
daily evidences of the cheapness and plentitude of 
money; moreover, savings continue to pile up at a 
high rate. The recent and current refunding waves 
with new low-coupon issues replacing higher in- 
terest bearing securities are playing havoc with 
investment portfolios where income is a primary 
consideration, driving many holders into common 
stocks. Stock yields are now unusually low, meas- 
ured by long-term movements, and bond yields are 
lower than ever before. Average yield of stocks has 
fallen to about 5% but even should it further decline 
to less than 4%, it would still be well above the 
average bond yield now down to some 3%. Long- 
term economic forces now operate against bond 
ownership and favor stock ownership; short-term 
factors, some hold, tend to favor bonds as offering 
greater security in this period of manifold uncer- 
tainty. In the case of the average investor, however, 
yield if it can be had with reasonable security, out- 
weighs any other consideration. 

In judging the market outlook, then, the follow- 
ing must be kept in mind. There is not likely to be 


' much profit taking by investment holders. First, 


they would find it hard to replace their holdings; 
second, the tax factor works against selling to realize 
profits and currently, most people have profits rather 
than losses. Also, there is no overextended margin 
position to be liquidated in case of a sudden sell-off 
since much of the buying in the past has been of 
the cash variety. Instead, there is a sizable short 
interest which should serve as a cushion against 
extreme declines. 

Fact is that it is easy to take profits and difficult 
to replace investments. Hence many investors for- 
tunate enough to have gotten in low and now riding 
the bull market, enjoying good income return, will 
think twice before deciding to sell out even should 
a reversal occur. Experience during the recent re- 
gressive market period furnished ample proof. Re- 
action selling came mostly from short-term trading 
sources and there was relatively little investment 
liquidation; some investors took advantage of lower 
prices to add to their holdings. It is doubtful, there- 
fore, whether the bulk of investment holdings has 
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been disturbed or whether it will be for some time 
to come, barring a very severe reaction difficult to 
envisage just now. Many of those who did sell out, 
mostly traders, are known to have placed new buy- 
ing orders under the market. Altogether, whatever 
selling occurred was fairly readily absorbed a few 
points under recent peak levels. The picture of 
course was by no means one-sided; no doubt among 
more conservative holders there has been a good 
deal of realizing, some deliberately postponed until 
the new tax year. 

Another phenomenon bespeaking great underly- 
ing strength has been the market’s apathy towards 
ordinarily disturbing news. The SEC proposal for 
complete abolition of floor trading has caused hardly 
a ripple though normally such a move would almost 
certainly have brought in liquidation, had the tech- 
nical position been weak or vulnerable. Instead, 
when the news broke, low-priced shares, notably 
radio, television and motor issues in which floor 
traders recently have been quite active, not only 
met no pressure but continued their uptrend. 

In sheer numbers, it would appear that elements 
of strength far outdo potential bearish factors. 
However, as to prospective market effect, it is 
weight that counts and not numbers. What about 
these bearish elements, how do they stack up against 
the factors of strength just enumerated and dis- 
cussed ? 


The paramount bearish factor, that is the pros- 
pect of an early end of the war in Europe requires 
little further elaboration. As the war progresses 
towards victory, it may yet assume far greater 
weight marketwise on the theory that the transi- 
tion to a one-war economy may effect us rather 
more than now expected. The threat of reconversion 
strain therefore again produces caution as the Rus- 
sians sweep into the Reich. 

As a result of recently stepped-up measures to- 
ward greater war production, it is felt that rela- 
tively early German collapse would mean that more 
time would be required for resumption of civilian 
production, that the temporary dip in industrial 
activity and employment would be greater, and 
could last longer, than formerly indicated. This un- 
doubtedly is behind a bearish interpretation of early 
peace in Europe. But once again, a balance must be 
drawn between short-range pessimism engendered 
by prospective transitional (Please turn to page 492) 
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How Pending Change in Federal Reserve Ratio 


Will Affect Our Economy and Currency Position 


BY H. M. TREMAINE 


i ipeeieteten our banking and currency system is still 
fundamentally based on gold, the impending move 
in Congress towards reduction of reserve require- 
ments of our Federal Reserve Banks is stressing the 
fact that huge as our gold stock is, it may soon be 
insufficient to meet the legal requirements for sup- 
porting the nation’s inflated supply of currency and 
bank deposits. This prospect thus calls for remedial 
action. 

The law requires the twelve Federal Reserve 
Banks to maintain reserves of 40% against all cir- 
culating Federal Reserve notes (constituting the 
bulk of our outstanding currency), and reserves of 
35% against deposits made by the member banks 
of the system with the central banks. These re- 
serves, essentially, are the gold that the country 
owns, more specifically the gold certificates of the 
Treasury which actually holds the gold for the 
Federal Reserve Banks. 

The deposits which the member banks are re- 
quired to keep with the central banks represent 
percentages of the deposits of the customers of the 
member banks, greatly swollen since the war. There 
are a number of reasons why the reserve ratio has 
declined: the rapidly expanding currency circula- 
tion, the greatly increased bank deposits and loss 
of gold. We have lost gold-purchased from us by 
foreign nations with dollar holdings accumulated 
as a result of our buying more goods and services 
from them during the war than we have sold them; 
this applies particularly to Latin American countries 
which sent us vast quantities of strategic raw ma- 
terials and were unable to use the proceeds for pur- 
chases in this country. In line with our hugely ex- 
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tended war economy, our currency circulation has 
risen beyond anything previously experienced. We 
have employed more cash to handle enlarged pay- 
rolls and retail sales, to accumulate savings (cash 
hoarding) ; great amounts of currency are being used 
to finance black markets and to evade taxes. 

Thus the reserve ratio declined steadily ever since 
the war started. From a peak of 91% at Pearl Har- 
bor, the ratio dropped to currently 49.6% after hit- 
ting a temporary low recently of 48.9%. During the 
period, bank deposits jumped from $57.7 billion to 
over $100 billion, while currency circulation soared 
from $7.6 billion to $25.21 billion. Only a year ago, 
the reserve ratio was as high as 62.3%. If the decline 
in gold reserves and expansion of note circulation 
continues at the same rate as over the past year, 
the ratio would drop below its legal minimum within 
the next ten months. The effect then would be a halt 
in the process of bank credit expansion unless the 
legal minima are lowered. 

Something akin to that occurred in 1920 when, 
following the credit expansion during World War I, 
a severe credit stringency developed as the reserve 
ratio hovered very close to the 40% mark, causing 
a sharp rise in interest rates and much forced liqui- 
dation. Clearly, the present is no time to court a 
repetition of that experience, hence the urge to take 
needed measures. 

The minimum gold reserves to back the present 
currency in circulation come to about $8.06 billion. 
Deposits subject to the 35% reserve requirements 
total around $18.68 billion. Deposits subject to the 
35% reserve requirements total around $18.68 bil- 
lion, requiring a gold backing of about $6 billion. 
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[he Federal Reserve Board figures its gold reserves 
t some $18.68 billion of which some $14.6 billion 
e now tied up behind existing deposits and cur- 
rency. On this basis, remaining free gold reserves 
ount to only $4.3 billion. At the present rate of 
expansion of both currency and deposits, these free 
reserves would be used up by the end of this year. 
The present plan of the Federal Reserve Board is 
o have Congress reduce existing reserve require- 
ments of 35% and 40% respectively, against depos- 
its and notes, to 25% against each category. By this 
action, instead of only about $4.3 billion free gold 
reserves, the banks would have some $9.54 billion, 
leaving an ample margin for additional expansion 
of both currency and bank deposits to meet any 
foreseeable needs even under our greatly extended 
war economy. 


Favorable Action Expected 


Congress, it is understood, will act favorably on 
this proposal. Actually it may never come to the 
point where reduction of existing reserve minima 
becomes an absolute necessity. Essentially, then, the 
proposed measure is precautionary and need cause 
no undue concern. 

While the reserve ratio, theoretically, varies in- 
versely to the general soundness of the Reserve 
System, present ratio requirements must be regarded 
as extremely conservative. Even a 25% ratio, as 
proposed, would compare most favorably with that 
of any other central bank position in the world and 
would be more than adequate to justify full public 
confidence in the Reserve System. Hence no serious 
objection can be raised to the proposed move. The 
lower ratio however would activate a latent potential 
of available capital, existing in the form of greatly 
swollen individual bank deposits, thereby greatly 
facilitating further war financing. 

As a matter of fact, however, peace or even partial 
peace may reverse the war-time downtrend of the 
reserve ratio before it hits the present 40% legal 
minimum. Once hostilities cease in Europe — and 
that may well happen before the end of the year — 
chances are that we shall sell more goods to the 
rest of the world than we shall buy, with the export 
balance being paid us in gold. This would immedi- 
ately strengthen the reserve position, regardless of 
the trend in deposits and currency circulation. But 
a reduction of the latter, with the advent of peace 
in Europe, would be a logical expectation. Much 
hoarded money would either be spent for living 
expenses as national income is pared by transitional 
factors, or else would go into consumer goods as 
these become available. 

On the other hand, of course, we might continue 
to lose gold, especially if we finance heavy foreign 
purchases with loans or credit while continuing to 
pay gold for needed imports. Future financing poli- 
cies thus will have an important bearing on the post- 
VE-Day trend of the reserve ratio. 

Should the impending move toward reduction of 
the reserve minima run into unexpected difficulties 
(not now foreseen), other remedies would be avail- 
able to prevent the reserve ratio from hitting the 
dangerous 40% mark. 

The Federal Reserve Banks could issue Federal 
Reserve Bank notes which require no gold backing. 
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The Treasury could issue silver certificates against 
the $400 million worth of silver bullion it now holds, 
which would permit currency expansion by another 
$1 billion. The President under the Thomas Amend- 
ment of the Agricultural Adjustment Act has au- 
thority to issue $3 billion worth of greenbacks. And 
lastly, the Treasury could transfer to the Federal 
Reserve System all or part of the $1.8 billion in 
gold now held in the gold stabilization fund, to bol- 
ster existing gold reserves. Another possible move, 
though hardly likely, would be suspension by the 
Federal Reserve Board of all reserve requirements, 
or the lowering of the percentage of deposits that 
private banks are required to hold in Federal Re- 
serve Banks against their customers’ deposits. 

All these remedies, however, would largely consti- 
tute minor and temporary emergency measures, 
mostly unsuited to the present situation, and there 
is no indication that they would be resorted to. 

In the main, the problem is a technical one. If 
we do, with congressional consent, lower the gold 
backing behind our currency, no intent of abandon- 
ment of gold should be read into this action. Gold 
will continue to support the dollar and present re- 
quirements will be relaxed merely to the extent of 
permitting the Treasury to meet its war financing 
needs. The chances are that after the war, the situ- 
ation will immediately tend to correct itself, gradu- 
ally perhaps, but definitely. 

Were we to adhere strictly to our present legal 
minima, repercussions, as_ previously indicated, 


“might be far-reaching and wholly undesirable. The 


legal minima technically present the ultimate limit 
to credit expansion, and thereby to continuance of 
our cheap money policy. Once credit expansion comes 
to a halt as the reserve ratio reaches the 40% mark, 
the result would be an immediate stiffening of in- 
terest rates, incidentally with bearish implications 
for holders of fixed interest securities. More serious 
even would be the impact in the sphere of business 
credit and fiscal policies; altogether it could greatly 
and adversely affect the whole economy. 

In a sense, of course, the declining reserve ratio 
is in part at least the outgrowth of our easy money 
policy. The decline would undoubtedly have been 
less swift or drastic, had higher interest rates pre- 
vailed, creating greater incentive to shift cash or 
deposits into bonds, thereby reducing the need for 
huge reserves. More severe taxation reducing avail- 
able cash holdings of the (Please turn to page 495) 
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Washington 


By: S. K.-T, 


POST-WAR WAGES at current levels for a 40-hour 
week is gaining support. It doesn’t come alone from 
labor organizations; big business is showing interest. 
Today’s business and industrial payroll runs to 
about 90 billion dollars, or about one-third more 
than in the pre-defense era. To revert to that level 
would create a slump for peacetime goods, retard 





Washington Sees: 

Closer liaison between the War Labor Board 
and the Office of Price Administration will re- 
sult from the protest by ClO President Philip 
Murray that the pricing agency has been block- 
ing progress in the adjustment of wages and 
salaries and making the labor board a “second 
rate” agency. What Murray sought was a 
hands-off directive to OPA; what will result is 
the direct opposite. 


While it is true that OPA has been vetoing 
some wage increases favored by WLB by point- 
ing to the pressure on price ceilings that would 
result, viewed from a pricing angle the reverse 
is equally true: WLB has been scrambling ceilings 
by granting boosts. 


Economic Stabilizer Fred Vinson has stepped 
in to get the two agencies on parallel tracks. 
Actually, they have never worked against each 
other; they merely haven't worked together. 
While there has been some consultation on out- 
right pay rises, there has been none on such 
concessions as pay for holidays and vacations, 
wage reclassifications, etc. Yet the effect on 
ceilings is the same and producers have com- 
plained bitterly against the lack of joint action 


by WLB and OPA. 


Hereafter payroll changes will be carefully 
examined in the light of their effect on selling 
prices. Where the need is demonstrated, both 
will up simultaneously. 
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return to normalcy. Representatives of industry are 
preparing a report on the subject which will go 
direct to Capitol Hill. 


SURPLUS PROPERTY sales through producers of the 
materials will be tried. The manufacturer will be- 
come a sales agent, operating under fixed regulations. 
Cutting tools and communications equipment now 


. are being marketed that way, as a test. And it is 


working satisfactorily. Principal control will be re- 


quirement that materials go in an “open market” 


with no advantages shown former customers or 
trade association members. 


LOCOMOTIVE industry will have a backlog of orders 
for 1,400. steam-propelled engines when the War 
Department gives military rating to a requisition 
filed by the Foreign Economic Administration. Pro- 
duction could start at once, deliveries begin near 
the end of the year. Destinations: France, 700; 
UNRRA, 180; Belgium, 300; India, 188; Latin 
America, 32. Army may insist upon cancellable lease 
rather than outright sale. Under that arrangement 
the locomotives could be taken back in the emer- 
gency. 


RADIO DEVELOPMENT. technically and from a busi- 
ness viewpoint, has been moved ahead decades by 
Federal Communications Commission decision to 
promote Frequency Modulation, television, facsimile 
broadcasting, and civilian “walkie-talkie” in the 
high frequency spectrum. The plan creates a market 
for receiving sets that will be a post-war bonanza. 
The British system of listener-supported programs, 
minus advertising, has been postponed, perhaps 
permanently. 


BUSINESS and industry have gained a permanent 
advantage in relations with government as a result 
of the industry advisory committee system created 
by the War Production Board, later adopted by the 
Office of Price Administration. Changes affecting 
business, in the past, have been passed on for com- 
ment, never for formulation. The industry advisory 
committee method, which promises to be a perma- 
nent part of government operations, makes the af- 
fected interests parties to the planning. 
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Peace short of unconditional surrender is a growing demand 

the battle of hard versus soft peace will be intensified. Senator 
Wheeler is making headway in his campaign but he's far from over the 
hump. The White House and the military, backed by a majority in 
Congress, won't backtrack. 

















What tsn't generally known is that a soft peace for Japan 

Se will. be urged with wellsprepared, well-financed propaganda. Germany 
ee Le and Italy on the one hand, and Japan on the other haven't been regarded 

: oss in the same light. The United States still remembers Pearl Harbor, 
the "death march" from Bataan. 














Spearheading the drive to do business with Japan is the In- 
stitute of Pacific Relations. Behind closed doors at Hot Springs, Va., this month 
the plan was drawn, the machinery set in motion. Press. representatives were barred; 
IPR wanted no tipoff. 


Delegations of nations bordering the Pacific Ocean are the IPR members. 
They're mostly the Asiatic Nations. They believe Japan can have its fangs drawn 
without being destroyed; would like to have a powerful central state to block oc- 
cidental intrusion in the Asiatic sphere of influence. 























British delegates sat through the sessions, remained ominously mum in the 
face of published reports as to purposes. Representatives from India enjoyed 


Britain’s embarrassments. 


The federal budget message suggests the likelihood of a drop in war orders 
in the closing months of the fiscal year which rounds out June 30. At the half-way 


mark more than half the planned 89 billion dollar expenditure has been accounted for. 

















War production and costs are at their zenith today. Whether there is milit- 
ary decision that its "now or never," or it means simply that Congress will be asked to 
make a new appropriation before the year ends, can only be guessed at. Best guess is 
that more funds will be sought. 











Work-or-fight will become a national rule whether carried out in toto 
through legislation or by the force of public opinion. That means lessening of pro- 
ductive efficiency which, with increasing disrepair and absolesence, will cut 
plant production and profits. As natural consequence it will lower incomes and the 
federal tax "take." 


Fact of the matter is that refunds to the government after renegotiations 
of war contracts already are beginning to dip. 




















Tax withheld at the source of income levy purposes faces a drop of 1.7 bil- 
lions. With average tax of 10 per cent that means 17 billion dollars less payroll. Less 
overtime and movement out of war industries to peacetime pursuits, accounts for much 
of it. It isn't all traced to unemployment. 











Liquors will begin to flow freely out of stockrooms and retail store cel- 
lars. There are no more "holidays" in sight. Holdings stocks against the possibility 
of more favorable price ceilings will be the game. 








The Treasury wanted the liguor freeze for it means important tax revenue. 
The levy on spirits does not become payable until it is released to the consuming market. 
Returns from cigarette stamps are declining, due to the shortage and the liquor pay- 
ments would taxe up the slack. 
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i An expanded soap industry'ig in prospect. The big producers, such as Armour , 
- Colgate and Swift, will move rapidly to take advantage of the OPA order removing limit- 
ation on introduction of new items, but small producers with less cumbersome change- 

over machinery will be first in the field. 


Prices for new products will be fixed individually. Costs items, formulae 





(selling prices over a fixed period for products being reintroduced) will be re- 
quired as a basis for determining ceilings. 


Experience with the liquor industry, which flooded the market with new 
brands, fifths instead of quarts, and abandonment of small packages, taught OPA how 


easy it can be to circumvent ceilings. 














Pinantive system of taxation will not be the only method by which govern- 
ment. will seek to coax out capital investments needed to reach the goal of 60 mil- 
lion post-war jobs. Acceleration of the rate of depreciation on equipment and 
plants will be approved by congress. : 














It's generally agreed price ceilings will outlast the war, probably by 
several years. And the thought is gaining support that price floors, as well as 
ceilings, will be essential at least in the early days. One of the basic theories of 
NRA, price floors checked what might have been disastrous competitive practices. 











The government will write off most of its huge investment in the shipbuild- 
ing industry. Unless federally-financed yards, ways and*equipment are kept out of the 
after-the-war competitive picture, the pre-war industry won't be able to exist on the 

thin spread of available business. 











Repair and upkeep of the huge fleets now plying the seas will be an en- 
ormous business producer, new craft will be few. Tremendous tonnage will move in the 
world trade, exceeding all past records, but_other nations naturally will favor their 
own merchant ships. 














Navy will use its glowing record in the Pacific theatre of war as a spring- 
board for a vigorous campaign of propaganda to continue its separate existence. 
Unified military forces, especially in the air, would make the navy a mere auxiliary do- 
minated by the army. 








* 


Assuming the knockout blows eventually are dealt Japan from carrier-based 
bombers, navy will be placed in a good position to drive home its campaign for sep- 
arate identity. Two points are made for united military: 1. Tactical advantage. 
2. Reduction of overhead costs. 














Decisions of basic importance with respect to social security are in the 
making. Congress having frozen payroll deductions at one per cent has decided to go more 
scientifically into the philosophy of this national reform than it did at the outset 
when a bill -- any bill -- would do. 





Who shall be covered by social security and who pays the bill never has been 
determined with general satisfaction. Debate has raged from the beginning on broad- 


ening the base, deciding the payments. A congressional joint committee is expected 
to have all the answers in a report, due in October. 




















One issue of essential importance, must be-settled: shall employers and em- 
ployees pay the costs or shall the government, namely the tax-payers, continue to 
foot part of the bill. If the former, the one per cent freeze must be forgotten. 
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Lagging 
Behind 


roa we look for investment media, we are 
often tempted, sometimes prudently, to look to 
equities whose status is for the moment not marred 
by rumor, high relation of price to apparent funda- 
mentals, or other not so easily definable drawbacks 
which the experienced investor recognizes as being 
inimical to investment success. We are logically 
drawn then to stocks of such companies which do 
not exhibit such characteristics, and these fre- 
quently include equities superficially classed as lag- 
gards, with the undercurrent of thought that these 
stocks will at some date join the parade. The usual 
process is therefore to look down the list for stocks 
which have for a period of time shown little or no 
market sponsorship, which have held in a narrow 
range and which of course satisfy us with respect 
to industrial integrity, income and our pocketbook. 

Any list of laggards however will immediately 
confront us with situations which will invariably 
explain, fundamentally, at least, why these securi- 
ties have remained in the background. We know of 
course that the price of securities will always reflect 
the known financial status of the corporation, its 
competitive standing, the state of the industry to 
which it belongs, plus what the best minds can see 
in the way of its future. We will find to an aston- 
ishing degree that in such a list of backward issues, 
prices reflect the exact condition of the corporation 
to which is added the normal buffetting received 
from a fluctuating market. 

In the strong market of 1944, quite a few issues 
stood out in this respect and a few have become 
rather classical examples. Some, peculiarly, in the 
past have been extremely volatile issues, and while 
it is not our purpose to recommend or debunk some 
of these stocks, it is pertinent to state that apart 
from technical reasons, it is the discovery of some 
hidden fundamental not presently thought of which 
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Outstripping 
the Market 


BY 
RICHARD 
COLSTON 


will sometimes determine what future course prices 
will take, although there is no way exactly of de- 
termining just how long their lethargy will con- 
tinue. Witness Anaconda Copper which is the out- 
standing example of the until recently dormant cop- 
per group. Of course we know what has kept the 
copper stocks in the background for almost four 
years and we know the approximate conditions 
which will confront Anaconda at the end of the war. 
We can say, too, that the stock has recently broken 
out of its four year range because there is a ten- 
dency towards legislation which will freeze copper 
scrap at the end of the war and that even now there 
is a possibility of higher prices for the metal. But 
these possibilities have been with us before, and the 
price of the stock has only recently begun to dis- 
count them. Mild inflationary enthusiasm was help- 
ful in the process. 

Also the investor is beset with other considera- 
tions. High-priced stocks will often give the impres- 
sion that they are fast movers when in reality they 
are slow when figured on a percentage basis. Low- 
priced stocks in turn will give you high percentage 
fluctuations when in reality they may be badly 
depressed. Then, too, there is the matter of capi- 
talization. A heavily capitalized stock has to dis- 
tribute improved conditions over so many shares, 
for example, that it cannot possibly show up spec- 
tacularly in the price of each share. On the other 
hand shares of lightly capitalized corporations may 
give the impression that they have advanced or 
declined considerably when in reality they have not. 

Then there are stocks which appear slow moving 
but which really suffer from comparison with past 
performances. Standard Brands presents a puzzling 
picture to those who remember the wild gyrations 
of this stock in the alcohol boom of 1933. The action 
of the stock has been slow even after capitalization 
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Some Stocks Which Have Had Spectacular 
Advances In 1944-45 

Percent- 
age 

1944-5 Appre- 

High Low ciation 

Dow Jones Industrial Average........ 156.68 134.22 16.4%, 
M. W. S. 290 Stock Combined Average. 109.6 79.5 37.9 

Capitali- 
Stock zation# 
Container Corp. America... 781,000 30 20 50.0 
ED eho 'e oe 8 398,000 47 21 123.8 
Foster Wheeler ........ 284,000 29 16 87.5 
Gillette Safety Razor .... 1,998,000 17 7 142.8 
Simbel Bios... 255s ccs 977,000 23 1 109.1 
Lee © ee 1,098,000 14 7 100.0 
Hudson Motor Car ...... 1,588,000 16 8 100.0 
OS Ne 1,275,000 14 6 133.3 
Atlantic Coast Line ..... 823,000 55 25 120.0 
Baltimore & Ohio ....... 588,000 14 5 180.0 
Delaware & Hudson ..... 512,000 39 17 129.4 
Great Northern Pr. ...... 2,511,000 52 25 108.0 
Southern Pacific ........ 3,772,000 44 23 109.5 
Willy’s Overland ....... 2,295,000 20 6 233.3 
# Number of shares outstanding. 




















was reduced by one-fourth. It appears as if the 
wild imagination of speculators, when prohibition 
was repealed, simply ran away with the stock in 
1933. They saw high profits in the company’s en- 
trance into the alcohol field, but what they failed 
to see was the rise in costs and taxes. On the old 
capitalization the stock was taken to 35, or to 140 
on basis of present number of shares! While busi- 
ness has almost doubled since 1933, net has re- 
mained practically stationary at about $9,000,000 
annually. With one-fourth the capitalization, the 
issue should fluctuate considerably more than the 
old stock, but in recent years the stock has come 
“down to earth” with the price reflecting a mul- 
tiplicity of factors, each offsetting the other and 
imparting a goodly measure of stability to the food 
industry. 

Nor can we forget the gold stocks which while 
having had a better day now seem to suffer more 
from oblique thinking than from a comparison with 
their former popularity. Dome Mines stock after 
having hovered throughout 1944 in the 22-24 range 
with the exception of a brief flare-up to 27 in July, 
is a good example. Its present lackadaisical action 
is in contrast to the vigor it showed in the infla- 
tionary market of 1933 and to the better-than- 
market action it showed in 1938 when it went to 
3472 after two shares were given for one of the old 
common. Since it is often contended that the gold 
stocks act contrary to the market and that they are 
in effect the antithesis of other stocks — being 
linked so closely to monetary matters — the action 
of Dome Mines today may not be so strange. But to 
refute this, it may be mentioned that in 1942 and 
1943 the stock did monstrously well and in fact fol- 
lowed the exact pattern of the market rising from 
a low of 8 in 1942 to almost 26 in 1943. The odd 
part of the analogy is that earnings tended lower 
in 1943 than in 1942. Whereas this was true for a 
good many corporations, the general market has 
really risen in anticipation of accumulated consumer 
demand in the postwar period. Strength in Dome 
Mines in 1942 and 1943 was imparted by the general 
rise in stocks and its participation therefore ran 
contrary to form. Higher wages and labor shortages 
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have beset the corporation the same as any other 
company. It is perhaps the breaking of precedent 
together with some mysterious ideas on how the 
gold stocks ought to act, that determines their move- 
ments. 

We have compiled a list of stocks which look to 
us as having been slow in conforming to the general 
market pattern. They are all sound stocks and in 
some of them there may be a basis for sudden ap- 
preciation. Thought has been given to the dynamics 
of the industry, to capitalization, leverage and price. 
The percentage fluctuation as compared to that of 
the averages is shown, but this is often thrown out 
of gear by the various considerations previously 
mentioned. The fluctuations in North American and 
in Aviation Corporation, for example, are showing 
up to an exaggerated degree when compared to the 
averages, but both have remained depressed through- 
out 1944, 

The two investment grade issues in the list, Allied 
Chemical and Sterling Drug, show the least percen- 
tage appreciation; in many ways, they are typical 
of investment stocks. In this respect, Dow Chemical 
is a close runner-up, having advanced only 14.1% 
from the 1944 low. At least in part, aloofness has 
been due to the high prices of these equities which 
makes them poor vehicles for speculative enthusiasm 
such as we have experienced in recent weeks. An- 
other element is that their point of departure has 
already been fairly high. In actual points, of course, 
their gains have outstripped a good many of those 
registered by low-priced equities though percentage- 
wise they have lagged (Please turn to page 494) 


Slow Motion Stocks In 1944.45 














Percent- 
age 
1944-5 Appre- 
High Low ciation 
Dow Jones Industrial Average........ 156.68 134.22 16.4% 
M. W. S. 290 Stock Combined Average. 109.6 79.5 379 
Capitali- 
Stock zation* 
Allied Chemical & Dye... 2,214,000 160 141 13.4 
American Smelting & 

SL eee eee 2,191,000 43 36 19.4 
Anaconda Copper Mining. 8,674,000 33 24 37.5° 
Aviation Corporation .... 5,782,000 6 3 100.0# 
Burroughs Adding Machine 5,000,000 15 12 25.00 
Climax Molybdenum .... 2,520,000 38 31 22.5 
Cluett, Peabody ........ 677,000 39 34 14.5 
Crocible Steel .......... 444,000 28 40 42.74 
Dome Mines, Ltd. ...... 1,946,000 27 2! 28.6 

I|Dow Chemical ......... 1,249,000 131 114 14.1 
Freeport Sulphur ....... 800,000 37 30 23.3 
General Refractories .... 469,000 25 19 31.54 
et 462,000 38 31 22.5 
International Nickel ..... 14,584,000 32 25 28.0 
SOMES 56 cag ote cis.5sicits 1,871,000 20 17 17.6 
Mathieson Alkali ....... 828,000 24 19 26.3 
National Steel ......... 2,206,000 70 58 20.6 
North American Aviation. 3,435,000 1 7 57.14 
Reynolds Tobacco “B” .. 9,000,000 35 28 25.2 
Stoning Dia. 6s <iésce os 1,829,000 67 61 9.8 
Vanadium Corp. ....... 405,000 23 17 35.24 
Youngstown Sheet & Tube 1,673,000 43 34 26.4 
Norfolk & Western R. R... 1,406,000 236 183 28.9 
F. W. Woolworth ....... 9,073,000 44 36 22.2 
Detroit Edison ......... 6,361,000 21 18 16.6 
Public Service of N. J. .. 5,503,000 18 13 38.44 
Standard Brands ....... 3,163,000 33 28 19.4 


*Number of shares outstanding. 
# Poor when you consider price or leverage. 
°Recently improved. 
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O maintain a satisfactorily dependable income 

from security investments and to protect — if 
not enhance — capital values in the face of con- 
stantly changing conditions has always been a pri- 
mary investment consideration. In this era of rapid 
and frequently profound shifts in outlook—with of- 
ten incisive repercussions on investments—the need 
for watchfulness hardly requires emphasis. More 
than ever, investors must be alert, must keep posted 
on trends and developments to guard against risks 
and take advantage of opportunities. Methodical re- 
view and judicious stock-taking is indispensable for 
investment success. 

Equity values are never static. Even under normal 
conditions, changing circumstances can affect the 
investment status of securities in an entire industry. 
It is doubly true today as we head into the decisive 
phase of the war in Europe and approach the drastic 
economic changes that will inevitably follow the 
war’s end. To keep informed and prepared against 
contingencies has always paid off. It will no less 
so in the period of uncertainty which will mark our 
final passage through war to peace. 

It is to serve this need for watchfulness that the 
Magazine of Wall Street presents its Security Re- 
Appraisals and Dividend Forecasts at six months’ 
intervals in addition to its regular coverage of eco- 
nomic and industrial developments of importance 
to investors. To make this service of maximum use- 








PART I 


Prospect and Ratings for Individual Food 
Stocks, Rails, Utilities and Tobaccos 


fulness to readers who collectively own shares in 
many hundreds of corporations, and especially to 
permit convenient comparative evaluations of hold- 
ings, we have endeavored to present as concisely as 
possible the most pertinent information and ratings 
on the maximum possible number of companies. 
Each tabulation is preceded by an amply extensive 
analysis of the position and prospects of the respec- 
tive industry. When studied jointly and carefully, 
we believe that the material offered constitutes the 
most practical and useful “bird’s-eye” view that can 
be devised. 


The key to our ratings of investment quality and 
current earnings trend of the individual stocks — 
the last column in the tables, preceding comment — 
is as follows: A+, Top Quality; A, High Grade, B, 
Good; C+, Fair; C, Marginal; while the accompany- 
ing numerals indicate current earnings trend thus: 
1 — Upward; 2 — Steady; 3 — Downward. For ex- 
ample, Al denotes a stock of High Grade investment 
quality with an Upward current earnings trend. 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded 
as having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should, of course, be timed with the trend and in- 
vestment advice regularly offered in the A. T. Miller 
market analysis in every issue of this publication. 
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Outlook For Foods 





Under New Controls 


BY H. F. 


protean an investment point of view, stocks of many 
concerns in the food group have continued to 
gain in fundamentals during 1944, and seem well 
fortified to withstand whatever impacts may evolve 
under prolonged conditions of war. While consider- 
ation of post-war prospects requires longer range 
perspective than ever, it is safe to assume that 
production problems under normal conditions will 
be no more severe than those imposed by the exi- 
gencies of the current conflict. 


The longer the war lasts, the more insistent will 
become world-wide demands for food, more food 
and better food, and to assure an adequate supply 
will probably require for an indefinite period the 
same coordinated effort under Government control 
which has proven so essential for the last few years. 
Stockholders of such companies as have steadily 
improved their financial foundations and “won their 
spurs” under highly restrictive conditions, may cer- 
tainly view the future with composure, or in selec- 
tive cases, with justifiable optimism. Such instances 
are not infrequent among companies in the food 
group, although circumstances inherent in the dif- 
ferent branches of the industry require special study. 


The general outlook for 1945 presents few changes 
in the picture as it presented itself for the year just 
ended. Washington is urging a 3% increase in acre- 
age to be planted, and some expansion in meat sup- 
ply. With demands for food continuing to outstrip 
supply, emphasis on production, coupled with efforts 
to “hold the line” on prices, has also started a new 
wave of subsidies, rationing and price ceilings. The 
step-up in military requirement for more men is 
already presenting a serious problem to farmers 
and, to a lesser degree, to processors of food. Scarec- 
ity or depletion of mechanized farm equipment, in 
the face of newly accented demands for guns, planes 
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and trucks by the Government, will require tighter 


co-operation than ever to support food production 
on a scale so admirably achieved during the last two 


years. Most important of all is the imponderable | 
factor of weather, which more than anything else | 
can make or mar the overall business of the food | 


industry. 


A stabilizing factor, as in many other industries, | 


is foufnd in the workings of the tax cushion under 
varying volume conditions. As many food processors 
work on very slim margins, this protection has stood 
them in good stead under fluctuating sales results, 
and will continue so. Most branches of the food in- 
dustry, operating as they do now with little or no 
control over supply, demand, costs, wages and sales 
prices, concentrate on efficient management and pro- 
duction to maintain satisfactory margins. More than 
average food and feed crops were raised during the 
year just ended, making possible sizable carry-overs 
into 1945 to benefit breeders, packers and dairy con- 
cerns as well as sundry food processors. A substan- 
tially increased year-end carry-over of wheat reflects 
the lessening supply strain on this grain which last 
year had to supplement corn for feeding purposes 
and the manufacture of alcohol. Factors such as 
these are of distinct advantage to the food industry 
in the year ahead. 


After three years of war, we are still adequately 
fed although dislocations in supply and readjustment 
of tastes will continue to mark the war-time food 
picture. Military demands and those for lend-lease 
exports are expected to continue high, may rise in 
fact in the months ahead while home demand will 
be governed mainly, and increasingly, by rationing 
in a good many categories and far less by income 
factors which normally are the principal determi- 
nants of food consumption. The food industry, in 
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short, should enjoy capacity volume, given a contin- 
uation of the current satisfactory crop outlook. Be- 
yond that, termination of the war will hardly raise 
problems of huge surplus stocks such as happened 
after World War I. Foreign demands should continue 
to absorb all excess supplies, whether here or abroad, 
for some time to come and at least until rehabilita- 
tion of war-ravaged agricultures abroad. This should 
not only lay the spectre of heavy inventory losses 
due to sudden price declines; it should go far to- 
wards minimizing the prospect of rapidly shrinking 
volume once purely war factors cease to operate. 
Rather, the return to more normal conditions will 
be gradual and, depending on transitional and post- 
war income factors, perhaps not witness again the 
low consumption levels sporadically experienced in 
times past. 


Meat Packers 


During 1944, net earnings of several of the larger 
meat packers showed slight declines from those of 
the previous year. In two instances, Armour and 
Swift, huge increases in sales volume produced no 
profit gains with final net not fully equalling former 
figures. Contributing to the slight squeeze in net 
profits were a shortage of hogs and sheep, increased 
taxes, and a larger proportion of sales to the govern- 
ment attended by tightening price controls. On the 
other hand, and of more importance in the long run, 
abnormally low rates for money continued to permit 
financing on a basis which will prove of permanent 
benefit. In spite of the very large amount of capital 
employed in the packing business, and an unusually 
rapid turnover of inventory, heavy borrowing is re- 
quired at times. During the last three years of 
prosperity, refunding of debts and accumulations 
of working capital have combined to realize very 
large and continued savings in interest charges for 
the more important packers. The outlook for 1945 
suggests operating conditions and results not unlike 
those of 1944, with perhaps an even further slight 
decline in net profits still leaving an improved mar- 
gin compared with pre-war years. 


The experience of the dairy industry during the 
last year, and the outlook for the current year, 
closely resembles that of the packers, although small 
increases in net earnings were the rule rather than 
the exception. Wider profit margins on special prod- 
ucts made this possible. With sales at abnormally 
high levels, taxes took their toll. Subsidies on milk 
may assure record production figures in 1945. Lend- 
Lease requirements of cheese for European countries 
so long dependent upon this commodity will continue 
to be urgent. At present, the United States is im- 
porting considerable amounts of cheese from Canada 
and South America to round out available supplies. 
This competition with our domestic products, how- 
ever, should be of temporary character, slackening 
rapidly at the conclusion of hostilities. Sales of ice 
cream may increase as a result of its value and 
popularity with the armed forces, and to increase 
public interest in canned milks, vitamins have re- 
cently been added. The substitution of margarine 
for butter could definitely alter relative sales as time 
goes on, as science has reduced the merit margin 
between the two “spreads”. 
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Results for the numerous concerns in the food 
products group for 1944 repeat the old story of very 
high sales and varying net earnings. While short- 
ages have reduced selling costs and competitive ac- 
tivities, price ceilings and taxes have largely offset 
these temporary advantages. Compared with pre- 
war results, however, business has continued on a 
high level, and in 1945 only the uncertainty of crop 
production seems to suggest caution in considering 
the outlook. The trend towards extended use of 
packaged foods by the public continues, with promise 
of extension unless curbed by governmental mea- 
sures of expediency. Accelerated competition is prob- 
able, as some of the packers and chain stores have 
already become active in this field. 


War demands have been particularly heavy on the 
canners, for obvious reasons. Huge amounts of 
canned vegetables and fruits are required for mili- 
tary and relief purposes, and only a fractional 
amount of available canned salmon, for instance, 
has been allocated to civilians. Competition, how- 
ever, has always been severe because of small capital 
needs. The business is especially sensitive to fluctu- 
ating crop results and consumer income. Less stable 
earning power has naturally followed, from a long 
range viewpoint. Some of the large canners, how- 
ever, such as Libby, McNeil & Libby or California 
Packing, operate or control valuable sources of 
supply. Quick freezing and dehydration may cut into 
sales of canned goods in postwar years. Final net 
profits for 1944 in the industry will probably show 
some decline — a trend which may extend into 1945 
because of tightening price controls, but the longer 
range outlook on the whole is promising, especially 
in the immediate postwar years when export demand 
may be strong. 


The flour mills, as a result of the bountiful wheat 
crop last year, doubtless have been maintaining their 
enormously expanded sales volume compared with 
pre-war years, although detailed figures are not yet 
available. While taxes absorbed a large portion of 
the previous year’s operating profits, a satisfactory 
amount was left for the stockholders as a rule, and 
the process should be repeated in the current year. 
The industry has for years enjoyed a high rating 
because of fundamentally stable demand for flour 
from all parts of the (Please turn to page 496) 
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Another Look 





6 ew persistent advance of railroad securities to 
the highest prices in over seven years reflects 
more than merely the prospect of continued high 
war-time earnings based on expectations of a longer 
war. It must be ascribed also to greater willingness 
of investors to overlook the problems and uncertain- 
ties of the reconversion era and to make commit- 
ments on basis of longer term postwar prospects. 

The relatively high yield still afforded today by a 
good many railroad equities has undoubtedly been 
attracting investors in search for income, bolster- 
ing and accelerating the rise of railroad shares to 
renewed popularity and higher quotations but yield 
alone hardly instigated the great upsurge, the broad 
and buoyant markets which this group has enjoyed 
in recent months. At least equally important was 
the marked war-time progress of most of our rail- 
roads to greater financial health, resulting in more 
optimistic appraisal of postwar potentials. 

A longer war of course means a longer period of 
near-record earnings and an opportunity to effect 
further debt reduction and build up cash resources, 
strengthening the carriers for the postwar era. In 
the case of borderline railroads such as New York 
Central or Baltimore & Ohio, prolonged high war- 
time income can make a substantial difference. Also, 
additional debt reduction will go far towards resto- 
ration of credit standing while stronger cash re- 
sources help prepare for future periods of reduced 
earnings. 

But at least equally significant in making for 
strength and popularity of railroad securities has 
been a more sanguine appraisal of postwar traffic 
prospects, and resultant higher average net com- 
pared with prewar. In periods like 1926-29 and 
1936-37 when industrial production was at a high 
level, railroad earnings were satisfactory. They 
should be equally if not more satisfactory if pre- 
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vailing estimates of postwar national income and 
business activity materialize. 

True, railroads during the current decade had to 
contend with sharply higher wages and further con- 
cessions may be forced upon them by the railway 
labor unions. But improved operating methods and 
technological betterments have offset these in part 
at least, and can be counted upon to continue so 
after the war. Thus the view is solidifying among 
many investors that conditions affecting railroad 
securities after the war will more nearly resemble 
those of 1936-37, if not of the late Twenties, after a 
brief transition period when earnings may be dis- 
rupted by the adjustment to new operating con- 
ditions. 

Most railroad equities in the past have sold at a 
very low ratio to their war-time earnings. Even now, 
with prices at their highest since 1937, there is no 
readiness to discount wartime income at anything 
like- normal rates. But quotations have been rising 
because postwar earnings prospects are viewed with 
greater assurance while debt reduction and stronger 
working capital positions cause investors to discri- 
minate less and less against railroad stocks in their 
appraisal of values. If rail earnings are going to 
return to the levels of 1936-37, the financial progress 
made during war-time will place the securities of 
many carriers in a far stronger position than they 
held during that period, justifying more nearly the 
price-earnings ratios of that time, exaggerated as 
they were in many instances. No doubt such ratios 
will not return except under extreme boom condi- 
tions; on the other hand, current price-earnings 
ratio are still far behind comparable situations in 
the industrial field though the spread between the 
two has been narrowing. 

For the moment, the nation’s railroads are still 
faced with a substantial war task, a task which will 
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probably mean a much heavier volume of traffic 
for 1945 than seemed likely a few months ago. 
Traffic records were set in 1944 which will probably 
stand for the duration. However, estimates of a 
decline in gross revenues in 1945 of approximately 
20% have been revised and it is now expected that 
the drop from 1944 will not exceed 15%; it may be 
as low as 10%. 

In many ways, 1944 has been a remarkable year 
for the railroad industry. Railroads underwent the 
severest performance test of all time and satisfac- 
torily acquitted themselves of record-breaking de- 
mands for transportation service in the face of great 
and mounting difficulties. Here are some salient facts. 


What Rails Did In 1944 


Class 1 railroads in 1944 handled 740 billion ton- 
miles of freight-traffic, breaking all previous records; 
they handled 96 billion passenger-miles, a record 
high; they collected a gross revenue of $9.5 billion, 
an all-time peak, but showed a decrease in net earn- 
ings as compared with two prior years; whereas 
gross revenues in 1944 showed an increase of $2 
billion over 1942, net railway operating income de- 
clined by one-third of a billion dollars, and net income 
decreased by one-quarter of a billion; employment 
was greater than in any year since 1930; wage rates 
and the aggregate payroll were the highest in his- 
tory; four large railroad systems emerged from the 
hands of the courts during the year; most carriers 
continued to effect further reductions in their funded 
debt and fixed charges. 

Financial results, in more detail, will show total 
1944 operating revenues of some $9,444 million 
against $9,055 million in 1943, with net income of 
$652 million compared with $873 million in the pre- 
ceding year. The lower net despite higher gross was 
due to a variety of causes, primarily higher wages 
and costs for materials and supplies, and the ab- 
sence of such rate benefits as existed in the first four 
months of 1943 before the freight rate increases 
of the previous year were suspended. The latter 
factor alone cost the carriers some $120 million in 
revenues and taxable income in 1944. Other factors 
include larger deductions for amortization and the 
heavier tax impact, brought about by virtual absence 
of EPT carry-overs and the increase in the effective 
EPT rate from 81% to 8514%. 

- Throughout 1944, the carriers continued to whittle 
away at their funded debts. It is estimated that the 
over-all cut amounted to around $400 million, equal 


to the 1942 figure though not as impressive as the 
$600 million record of 1943. Still, railroad manage- 
ments feel that it is a respectable sum considering 
the decline in net income. Of the $400 million debt 
reduction, redemptions amounted to about $160 mil- 
lion; open market purchases to $140 million; offers 
to prepay maturities to $30 million; payments to the 
RFC, Railroad Credit Corporation and to banks to 
$50 million; and regular maturities to $20 million. 
Total reduction in fixed charges effected by the car- 
riers last year is placed at $16 million but part of 
these savings is attributable to the large-scale re- 
funding programs. By and large, the ability of the 
roads to take advantage of the favorable money 
market was in itself a reflection of the improvement 
in railroad credit standing. 

Completion of four major reorganizations made 
1944 an eventful year in railroad history. Consider- 
ing the mileage involved and the amount of old 
funded debt put through the reorganization wringer, 
1944 may prove an outstanding year in the gigantic 
task of railroad financial rehabilitation. In the past, 
reorganization proceedings have been notoriously 
slow and involved but last year, with the atmosphere 
cleared by the 1943 Supreme Court decision granting 
wider powers to the ICC, there has been a marked 
speeding up. Completion of the reorganization of 
the Akron, Canton & Youngstown, the Chicago & 
North Western, the Minneapolis, St. Paul & Sault 
Ste. Marie, and the Western Pacific systems involved 


over 12,600 miles of lines plus old funded debt struc- | 


tures totaling close to $600 million. 

Wall Street now is confident that the Chicago, 
Rock Island & Pacific, the Chicago, Milwaukee, St. 
Paul & Pacific, and the Denver & Western should 
emerge reorganized out of Section 77 proceedings 
soon. Additionally, action is expected during 1945 
on the New York, New Haven & Hartford, the St. 
Louis Southwestern, the St. Louis-San Francisco 
and perhaps the Seaboard Airline. Reorganization 
of the much fought-over Missouri Pacific and the 
Chicago, Indianapolis & Louisville, as well, may be 
seen within the next 12 to 15 months. But other 
readjustment jobs may take considerably longer. 

Altogether, 76 railroad companies, operating 
51,799 miles of railroad, were in the hands of re- 
ceivers or trustees at the end of 1944. Twenty-six 
of them were Class 1 railways operating 50,762 
miles of line. Of these, four roads, operating 5,184 
miles, were in receivership while 22 roads, operating 
45,578 miles, were in process of reorganization under 
the trusteeship provision (Please turn to page 493) 


























] Position of Other Railroad Stocks 
Decline 
Approxi- Debt In Est. 
mate Times Times Decline Charges 1936-39 1944 
1944 1936-39 Charges* Charges Since Since Net Net Invest- 
Gross Gross Covered Covered 1939 1939 Per Per 1936-39 1944 Div. ment 
Company (millions) 1944 1936-39 (millions) Share Share Div. Div. Yield Rating 
Delaware, Lack. & Western... $78.866 $5.132 1.24 0.82 $0.05** $0.6 def $0.82 Nil C3 
Gulf, Mobile & Ohio....... 37.721 1229 5.02 1.48 2.7 0.1** def 2.72 $3.50 — —_—_- c+3 
Ni: Chi. & St.bouis......... 100.256 10.451 5.80 1.42 32.6 17 2.74 13.50 —- —- C3 
Norfolk & Western.......... 160.365 31.308 35.40 14.35 0.5 0.02 20.02 20.50 $14.00 $10.00 4.4% A+1 
Pere Marquette............ 56.804 4.029 3.00 1.19 6.8 0.5 def 1.24 400 — a C3 
No 
W Pittsburgh & Lake Erie.... 34.672 4.106 80.06 61.50 Funded 0.01** 4.03 5.00 4.25 5.00 7.5 B2 
Debt 
ONDEN 55 cs ss sie is o3 sees om 115.693 14.633 3.99 1.63 19.1 0.4 1.82 4.00 1.63 1.00 4.1 Cc+3 
*Before Federal Income Taxes. **Increase Since 1939. ; 
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UTILITIES 


As Investments 





In 1945 





BY EDWIN 4A. BARNES 














N the spring of 1942 utility securities (except for 

high grade bonds) reflected the lowest ebb of 
public confidence in the industry since 1935 (when 
the Utility Act was passed) and 1932, the low point 
of the historic bear market. In 1942 the investing 
public was still uncertain regarding the degree of 
“toughness” which the SEC might display in forcing 
utility holding companies to dispose of properties 
which did not fit into integrated systems. 

Also, at that time statisticians were busily figur- 
ing the disastrous effects on utility earnings (par- 
ticularly for holding companies) which might result 
from the application of a 55% federal income tax, 
proposed by Mr. Morgenthau. For example, it was 
estimated that Standard Gas & Electric might be 
unable to meet the interest requirements on its 
bonds, and the $7 prior preference stock dropped 
to a low of 6 (it is now selling around 82). 

But the income tax rate held to 40%; while a 
stiff excess profits tax was later imposed, the utili- 
ties were able to take care of this pretty well through 
increased wartime gross revenues. Moreover, some 
of the holding companies benefitted greatly from 
certain provisions of the tax law which permitted 
them to match bad earnings against good, in their 
consolidated system statements. Thus while the 
earnings of the operating companies as a whole 
declined slightly under their heavy tax burden, the 
holding companies have made a better showing. 
Standard Gas, for example, continues to earn about 
double the amount reported in 1941 on its prior 
preference stocks, though this is not typical of all 
the holding companies. 

The SEC, despite its earlier “death sentences”, 
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has proved more reasonable in its dealings with the 
holding companies than had been expected by Wall 
Street. Where the companies accepted the spirit of 
its mandate and made reasonable progress toward 
the goals it had set, the Commission has frequently 
refrained from undue pressure. While in many cases 
it has required the utilities to make substantial plant 
write-offs (co-operating in this with the allied fed- 
eral agency, the Federal Power Commission), many 
utility companies have apparently accepted these 
cuts philosophically, even though in theory they 
may have divested common stockholders of sub- 
stantial equities and (in the event of rate adjust- 
ments) future earning power. Moreover, in the past 
three years only about half a dozen utility stocks of 
operating companies have been placed on the market, 
instead of the deluge that was expected (some others 
have been distributed to stockholders). 

While progress with holding company integration 
has been slower than anticipated, the results ac- 
complished thus far have demonstrated that holding 
company senior securities, many of which sold “for 
a song” three years ago, have very substantial assets 
behind them. On the other hand, holding company 
common stockholders have fared rather poorly due 
to the Commission’s consistent attitude that junior 
issues must be considered (where there are substan- 
tial preferred arrears) merely as options on future 
earning power. In a few instances (as Standard 
Gas) they are being eliminated from the picture 
entirely, but in most cases they are receiving from 
5 to 15% of the assets in recapitalization. 

Another one of the public’s fears has not been 
(Text continued on page 480—tables on following pages) 
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Book 1936-39 


Value Average 1943 1944 
Company Per NetPerNetPer Net Per Average Dividends ment 
Share Share Share Share(E)Dividends Paid Rating 


1936-39 1944 Invest- 


Position of Leading Utility Stocks 


COMMENTS 





W American Gas & Elec. $23.10 $1.96 


$2.23 $2.20 


$1.69 $1.80 A2 


This relatively ''solid'' holding company, with an excel- 
lent financial record, may eventually have to dispose of 
its Atlantic City and Scranton properties, but this should 
no disturb the position of the preferred stock; common 
share earnings might be affected slightly. 





American Lt. & . 
Traction ...... 42.93 1.60 





Anticipated liquidation of this company has been con- 
fused by the recent proposal to build a $50,000,000 pipe- 
line, in part duplicating Panhandle Eastern Pipe Line,s 
facilities serving Detroit. The matter is now being thrashed 
out with the SEC. The Stock has a sound record of 
earnings and dividends. 





1.81 1.30 


The company has now enough cash to retire all bonds, 
but the SEC has not yet passed on the plan for a one- 
stock recapitalization. Under this plan the common stock 
would lose its leverage (it would receive 10% of the 
new common). 








American Pwr. & Lt... (2)1.12 0.30 
| 


or eT Tel. & Tel... 127.95 9.10 


9.46 8.75 


9.00 9.00 A+2 


The historic $9 dividend rate is being barely earned 
despite big war business; however, depreciation charges 
supply additonal cash, and tax relief may be obtainable 
in the post-war period. 





| oe " 
American Water 
i a 16.81 1.05 


0.61 0.50 


None None C3 


This holding company's earnings have proved ae ag 
ing in 1944, but the downward drift will probably be 
checked in 1945. The company faces eventual readjust- 
ments in sub-holding companies to conform to Utility Act. 





Brooklyn Union Gas.. 51.15 2.56 


1.55 0.50 B2 





“Columbla Ges Glec. 11.14 046 


0.36 0.35 


0.21 0.20 C2 


The company's refunding operations a few months ago 
were very successful, but it is not clear yet whether the 
company will improve the 50c dividend rate of 1943-4. 
Despite heavy sinking funds, an increase appears war- 
ranted by earnings. 








The company's recent plan submitted to SEC would dis- 
tribute stocks of electric companies, plus its own new 
common, to present four classes of preferred and com- 
mon. Long-term appreciation possibilities for common 
appear limited. 





W Commonwealth 
Edison ....... 25.95 2.16 


1.76 1.80 


3.09 140 A+2 


This operating stock appears to be highly regarded by 
investors, but the low yield (less than 5%) places the 
stock out of line with Consolidated Edison and some 
others. 





Commonwealth iy 
Southern ...... 4.40 0.12 


Consol. Ed. of N.Y... 46.74 2.20 


W Consol. Gas, 
Baltimore ..... 47.21 4.54 


Electric Bond & tien. : 24.11 0.25 


Electric Power & Light. 12.48 0.28 


W Federal Lt. & Traction. 18.44 y2.38 ‘ 


Houston Lighting & 
i ee ee 27.73 4.84 


None None C2 


The company's recapitalization plans have been slowed 
down, and earnings have also declined. The system is a 
heavy payer of excess profits taxes, would benefit by 
post-war tax cuts. Under the plan, common has small 
leverage, hence appreciation chances would be limited. 





“1.70 «175 


4.34 4.50 
d0.37 0.30 


0.20 ~—Sr'Niil 


1.93 1.60 A2 


The company proposes to merge subsidiaries and do 
huge bond and preferred stock refunding operation, but 
this is subject to approval of the New York Commission, 
which might require balance sheet adjustments. Generous 
dividend offers attractive yield. 


This higher priced operating company stock has excel- 

lent record, but appreciation possibilities are perhaps 

rather limited at current level. 

Company has cleared up relations with United Gas, now 
working on American & For. Power recap; expects to stay 
in business, dening activities along new financial 
lines, such as aiding outside companies with financing 
problems, etc. 











Company will now receive substantial income from 
United Gas, but eventually will probably have to dis- 
tribute or sell its gas interest; preferred stock may have 
better possibilities than common, though no recap plan 
has yet been filed with SEC. 





1.86 1.50 


0.56 1.75 B3 











The company has made considerable progress in its 
integration program, but several problems remain to be 
ironed out including sale of the Tucson property. Com- 
mon stock has good dividend record but has enjoyed 
substantial appreciation during the past year. 








5.03 5.00 


Witdix@eee....... 22.87 (5) 


d—Deficit. E—Estimated. 
y—Fiscal years in this period ended Sept. 30. 
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3.60 3.60 A2 


The company has a good record and is relatively free 
from regulation (Texas having no State Commission). 
Stock may have better growth chances than Consolidated 
Gas of Baltimore, with which it seems comparable as 
to price, dividend, etc. 





1.87 ; 2.50 


(5) 1.60 AI 


This company's business is largely tied in with irrigation 
farming and it should benefit after the war by the antici- 
pated opening up of new tracts of land to irrigation by 
the Federal Bureau. Company's plant would permit hand- 
ling much bigger load than at present. 





I—Represents 3 years starting with initial dividend 12/15/37. 


w—4/100 share Pacific Gas. 
(2) Parent company basis. 
(5) Recapitalized in 1943. 


(7) Company recapitalized in 1944. 
(8) Initial dividend of I5c paid Jan. 31, 1945. 
Stock distributions plus cash, on old stock in 1943. 
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Position of Leading Utility Stocks (cont'd) 


Book 


Value Average 1943 


Company Per 
Share 


1936-39 
1944 1936-39 1944 Invest- 
Net Per Net Per Net Per Average Dividends ment 
Share Share Share(E) Dividends 





International Tel. & 
1 a ae $36.28 


$0.94 $0.86 $1.40 None None Cl 


Paid Rating © 


COMMENTS 


This popular leverage" communication stock is enjoy- 
ing rapidly increasing earnings. Rumors have been cur- 
rent regarding possible deals with the Spanish Govern- 
ment, which recently gave the company some cash “on 
account", covering past operations. 





Lone Star Gas...... 


1.00 0.77 0.85 $0.62 $0.70 Bl 


This large natural gas distributing company has a fine 
record and 1944 share earnings showed improvement. The 
dividend return appears ample (over 6%), but the stock 
does not present speculative opportunities. 





Louisville Gas & 


BR A ccs | SORE 


2.42 2.08 2.00 1.40 1.50 B2 


Municipal sale of the company's only important sub- 
sidiary (Kentucky company of similar name) is still 
ending; stock appears rather amply priced at current 
levels, but-yield is adequate. Eventual dissolution likely, 
as part of Standard Gas program. 





National Power & Lt... 20.25 


1.19 0.80 0.65 0.60 None C+3 


This sub-holding company in Electric Bond system has 
only common stock outstanding. Distribution of assets 
continues to await SEC decision pears write-offs and 
possible er of Pennsylvania P. & L., largest of three 
important subsidiaries. Appreciation possibilities seem 
somewhat limited. 





Niagara Hudson Pwr., 12.75 


0.42 0.33 0.27 (1) 0.13 None C2 


The over-all system recap plan has been superseded by 
two proposed plans for ‘'Benny"’ A principal sub-holding 
company controlling half the Niagara system. Re 
on between Niagara and holders of B. N. & $1.60 
preferred for division of proposed new te Bs stock 
of latter company. 





North American Co... 16.39 


(4)1.31 (w)Stock A2 


The rather complicated La remain mine! plan 
presented to SEC nearly I years a pears dormant. 
Meanwhile interest is focused on illinols" Power claims 
against North American and North American L. P. 
Stock returns good yield, in Pacific Gas stock. 





W Pacific Gas & Elec.... 32.93 


2.65 2.00 A2 


The company serves a large part of the State of Cali- 
fornia, has spendid seeneds Long standing quarrel with 
Washington over Hetch-Hetchy water power shows signs 
of abatement. 





Pacific Lighting. .... 32.91 


3.94 3.21 3.40 


This important natural gas distributing company has a 
dividend record since 1909 and earnings have continued 
quite stable in recent years, with a modest gain estimated 
for 1944. Yields over 6%. 





Peoples Gas Lt.& C... 85.58 


3.49 4.50 4.00 A3 


The stock has advanced substantially in the past year, 
reducing the yield to about 5.7%. Earnings have declined 
rather sharply in meantime, making stock less attractive. 





Public Serv. of N. J... 25.42 


1.15 


The company has been hard hit by federal taxes and 
has had to make provision for substantial plant write-offs. 
Preferred stocks appear vulnerable to possible redemption 
at 100 in event of dissolution, possibly through merger 
with Electric & Gas subsidiary (no plan yet formulated). 
Common stock might benefit by such program. 





Puget Sound Pwr. & Lt. 17.15 


The company received a favorable vote last November 
against extending powers of Public Utility Districts. Stock 
has enjoyed good appreciation, but still offers very 
attractive yield. 








Southern Cal. Edison. 22.21 


1.44 1.45 1.66 





United Gas Corp. .. (7) 


d0.61 0.71 0.70 None (8) C+42 





United Gas 
Improvement .. (7) 


1.04 (7) 0.38 1.00 (8) 


provement. 





Washington Gas & Lt. 43.27 


2.17 1.50 A3 


Earnings for 1944 may continue below the $1.50 dividend 
rate. Stock has enjoyed good advance and seems rela- 
tively unattractive until earnings show signs of im- 


The “long pending recapitalization plan was recently 
completed and the new common stock (New York Curb) 
appears to be popular marketwise despite doubts regard- 
ing the dividend rate (a heavy sinking fund has been set 
up on the new bonds). 


The s stock has been "“de- split” by one- for. ten exchange, 
following dispersal of major assets. Earnings and divi- 
dends now are relatively small, as company owns some 
blocks of non-income securities. Stock seems less attrac- 
tive than others; unlikely to dissolve completely. 


Company has paid common dividends since 1867, but 
earnings took dip in 1944. However, $1.50 dividend still 
amply covered and yield is about 6%. 








Western Union “A”. . 126.87 


(7) 6.92 


Failed to consummate some proposed refunding opera- 
tions. The merger with Postal has not been especially 
profitable thus far, but further economies may material- 
ize. Yield relatively low, post-war prospects irregular, 
but stock occasionally reflects speculative market interest. 





d—Deficit. E—Estimated. 
l—Represents 3 years startin 
y—Fiscal years in this perio 


FEBRUARY 3, 1945 


with ee dividend 12/15/37. 
ended Sept. 30. 


w—4/100 share Pacific Gas. 
(2) Parent company basis. 
(5) Recapitalized in 1943. 


{3} Company recapitalized in 1944. 
8) Initial dividend of I5¢ paid Jan. 31, 1945. 
Stock distributions plus cash, on old stock in 1943. 
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realized — thus far. Congress nas refused to back 
the Administration in some of its public power plans 
of recent years, such as Passimaquoddy (on which 
only preliminary work was done), the “seven little 
TVA’s”, the $150,000,000 Northwest Power Au- 
thority (proposed in the Bone Bill), the so-called 
“Power Grid” in the East, and other proposals. TVA 
has been allowed moderate expansion only. Local 
votes on public power acquisition throughout the 
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country have been mainly adverse, as was the state- 
wide vote in Washington last November refusing to 
give the “PUDs” (Public Power Districts) the right 
to club together in condemning or buying private 
utility plants. 

While the pendulum has swung away from public 
power development, this has been due, in some de- 
gree at least, to war conditions. The Administration 
is still pushing its schemes and when thwarted in 
one direction by Congress, comes forward with fresh 
proposals. It seems to have won a measure of suc- 
cess with the big Missouri Valley project. The St. 
Lawrence plan is still alive, and strangely enough is 
currently favored by Governor Dewey, though he 
would like to claim much of the future credit for 
New York State. 

The arguments against the big hydro develop- 
ments such as TVA, Bonneville and Grand Coulee, 
were (1) that they were not always economically 
justified because there was an insufficient local 
market for the power; (2) modern steam plants 
have increased so much in efficiency that they can 
generally produce power more cheaply on the av- 
erage than hydro plants; (3) hydro plants are not 
always reliable (due to droughts) ; (4) public power 
projects do not usually have a distributing system 
to market their power — they must either construct 
systems (possibly duplicating private plants), buy 
private plants (as TVA bought part of the Common- 
wealth system) or sell their power at wholesale. 

During the war there has been a power shortage 
and the big Government plants have found a ready 
market for their power either in “power pools” 
with private companies, or to service new aluminum 
plants and other war projects which require huge 
blocks of electricity. After the war, with a return to 
more normal conditions, there will be less demand 
for this excess power and the Government may have 
to search for new outlets, possibly through purchase 
of private plants. But the private companies in most 
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cases already have low rates (as in the Pacific 
Northwest) and hence the promise of reduced elec- 
tric bills for householders will carry less appeal than 
it would, for example, in the metropolitan New York 
area. 

The Government will doubtless push new power 
projects as part of its postwar program for main- 
taining 60,000,000 jobs. But it is difficult, at this 
time, to forecast to what extent any postwar revival 
of the public power program will injure the private 
utilities. If the Government is content merely to 
furnish cheap wholesale power (even though ob- 
tained on an uneconomic basis) they may benefit 
moderately; but if the idea of rate yardsticks, con- 
demnation of properties, and other competitive or 
punitive devices are revived, there may again be a 
decline in the morale of the private utility industry. 

Pressure by regulatory agencies against the utili- 
ties (in other respects than holding company inte- 
gration) has abated very little. But this pressure has 
largely taken the form of technical changes in utility 
accounts, and the investing public has paid less at- 
tention to this “campaign” even though in the end 
it may prove more insidious and harmful to stock- 
holders’ interests than the more spectacular fights 
over TVA, the “death sentences’, etc. 

Among these newer forms of persecution are such 
threats as the following: (1) The threatened re- 
quirement by the New York Public Service Com- 
mission that Niagara Hudson set aside $65,000,000 
of stockholders’ equity for a special depreciation 
reserve (in addition to the present amount) based 
on an elaborate theory of “retroactive straightline 
depreciation”. (2) The requirement in many cases 
(by the Federal Power Commission, the SEC and 
in some cases by State agencies under Federal en- 
couragement) that huge amounts of utility plant 
account should be arbitrarily written off or amor- 
tized out of earnings, even though this represented 
actual cash paid for the plants by the company or 
its predecessors (the so-called “aboriginal’ cost 
theory). (3) The theory that money paid in excess 
profits to the Federal treasury, to back the war 
effort, is “lost money” to the customers or munici- 
palities in the areas served by the utilities, and that 
the utilities should give heavy rebates on customers 
bills to “save” these taxes (although the utility 
company is penalized to the extent of one-seventh 
of the amount of the rebate). As a result of the 
latter theory, Michigan utilities were recently forced 
to make refunds to customers amounting to many 
millions of dollars, and some other states such as 
California have attempted to follow suit. 


Market’s Reaction 


However, the stock market has paid only slight 
or passing attention to these difficulties encountered 
by the utilities. Due to the complicated technical 
character of the issues involved — few utility of- 
ficials fully understand, and agree on the theory of 
depreciation, for example, — the public hasn’t been 
much interested. On the other hand, there have 
been a succession of announcements regarding re- 
capitalization and dissolution plans for utility 
holding companies, and these have whetted the 
imagination of the speculative public, which has 
watched the intrinsic values (Please turn to page 491) 
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Prospects for Tobaccos 








BY PHILLIP DOBBS 


HE tobacco industry has just ended a year of 

large sales, fairly good earnings and an incon- 
clusive battle with unfilled orders far in excess of 
its productive capacity. While financial results as 
to trend were not unlike those of many other indus- 
tries, some of the problems met or awaiting solution 
are unique. Producing for the Government nearly a 
billion dollars a year in consumption taxes, the in- 
dustry is popular with the Treasury Department 
but in line with official policies elsewhere, one Gov- 
ernment agency until recently had been restricting 
the acreage of leaf tobacco while another is curtail- 
ing the use of manpower. Both measures have con- 
tributed in major degree to the industry’s current 
problems, and incidentally, the woes of its customers 
who frequently find it difficult if not impossible to 
obtain adequate supplies. In 1944, for instance, fully 
15% of cigarette production was absorbed by the 


armed forces with a substantial percentage of cigar 
output also taken by the Government. 

The necessity of curing tobacco for nearly two 
years before processing involves the use of very 
large capital to carry inventories. Large outlays of 
money are normally also required to finance expen- 
sive promotional activities which intense competition 
have rendered necessary to retain brand popularity. 
As a result, with over 700 manufacturers of tobacco 
products in the country, 93% of all cigarettes are 
produced by half a dozen concerns, 50% of cigar 
sales are made by eight companies, and three com- 
panies control most of the snuff business. 

High costs of leaf tobacco, higher wages and ex- 
cess profit taxes have established a trend toward 
lower net earnings in spite of expanded volume by 
nearly all companies in the group. While this trend 
may continue during the (Please turn to page 492) 

































































Position of Leading Tobacco Companies 
Net 1936-39 Est. 
Book Curr. Avge. 1943 1944 
Val. Assets* Net Net Net 1936-39 1944 Invest- 
per per per per per Aver. Div. ment COMMENT 
Share Share Share Share Share Div. Paid Rating a 
i Good sales volume offset by rising costs, 
W American Snuff ........... $21.38 $30.11 $3.20 $2.23 $2.00 $3.25 $2.40 B3 bud vecuaily tadened aisldued sale. aa 
pears secure. Financial position excellent. 
. aa . “97 i "ai Somewhat reduced net profit margin un- 
American Tobacco B ....... 25.79 73.67 4.69 4.27 3.50 5.00 3.25 B2 eae & datas ok Ce, ee 
war prospects very promising. 
Ww * wee i 2) a Strongly established in low priced cigar 
WB Ciencr6 5) 3ssice8) disco ctev sirens 35.32 28.81 2.90 3.35 3.10 1.00 2.00 C+3 deat aed sna lame eoenan On oe 
threaten present dividend rate. 
. ° ; eyo) £OaR O70 sR ie 080 Sea cob “Stable earnings are indicated, in spite of 
X Consolidated Cigar ......... 27.01 59.35 0.79 3.65 4.14 0.38 2.50 C+I1 war time handicaps. Maintenance of pres- 
| ent dividend rate probable. Unfilled or- 
ders large. 
° Wi, . amen 220 § Large demands for low priced cigars and 
General Gina s.kcics wales 39.90 46.88 2.20 2.00 1.25 2.69 1.25 C+3 scaiek atten. tou taba tater sane 
| in 1945, with prospects of an _ extra 
dividend. 
- ARERR ERR ALE 400. Th ~ Earnings fairly stable and demand for 
W Fiene WW. eh aete dae 45.55 56.46 6.16 4.00 3.80 7.00 4.25 B2 call codes Gan. Seek vee a 
i stock at present prices. 
. 00. 575 Long term outlook unusually good. Earn- 
Liggett & Myers B.......... 44.26 74.10 6.45 4.68 4.00 §.75 3.50 B3 loge’ aldhite tacaead x Se aaa eee 
taxes, but without endangering present 
dividend rate. 
: —_ ya80 21.12 146 1.29 e ; Company shows gains in competitive field. 
RMR ores cater eae 18.50 3t.t3 1.46 1.29 1.05 1.45 1.00 B3 lend of cuien date Gaus Ge 
demand at high level. Prospects good. 
she * sae a4 6770 692i BS 35 38 0 ‘Dividends still above ‘pre-war levels and 
Rel PRONG S/o sro hoses sees 45.34 67.70 6.92 5.86(a) 5.35 3.38 4.50 B3 iid te colteas aman cuaer cae 
decline moderately during the war. At- 
tractive yield. 
me 685 16.47 2.65 1.86  421.71** 2.80 1. Strongly financed, with business at peak 
W Reynolds Tob. B..........- 16.85 16.47 = 2.65 1.86 1.7 2.80 1.50 B3 levels. Earnings may decline somewhat 
in 1945, but future prospects excellent. 
7 ie : : 04 ‘ Earnings should continue about equal to 
Wile S., Tebdet: 66 6 hk Siento 13.47 11.14 1.88 1.32 1.30 2.0: 1.20 B2 a, Deak vicki  aaod tee et con 
rent market level. 
. : . : 5 Promising outlook for current year, with 
W Universal Leaf Tobacco...... 60.55 78.93 7.46 6.38(b) 6.83 c) 5.56 4.00 BI expected increase in earnings. Expansion 
in export business likely. Dividend seems 
secure. 
a—Year to March 31, 1944 b—Year to June 30, 1943 c—Year to June 30, 1944 *—Before deducting prior obligations **_Reported 
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Market Action 


Though the market’s series of 
sinking spells, reacting to the 
Russian sweep into Germany, has 
carried the Dow industrial aver- 
age some five points below the 
156.68 high established January 
11, signs of underlying strength 
have nevertheless not been miss- 
ing. Selling on the whole was well 
absorbed and intermittent though 
mostly short-lived rallying ten- 
dencies — chiefly of a minor na- 
ture — have attested to the exis- 
tence of latent buying power “un- 
der the market.” Prices have been 
fluctuating closely with the tenor 
of war news and are likely to con- 
tinue so, pointing to the proba- 
bility of irregular recoveries if 
not a limited technical rally, 
should Russian progress hence- 
forth prove slower. Good recovery 
of the rails which suffered most 
during the reversal, may be a 
straw in the wind. 

Fun In Radio 

For a while, before Russian war 
news dampened speculative enthu- 
siasms, floor traders had quite 
some fun in radio and television 
stocks, with International Tele- 
phone, Radio, Farnsworth, Ray- 
theon and Emerson the favorites. 
Apparently the trading market 
doesn’t think that competition 
after the war is going to be hurt- 
ful though such stocks taken on 
postwar prospects must be bought 
with the prospect of the most se- 
vere competition ever faced in any 
industry. Postwar sales potentials 
of course are extremely bright but 
sales alone do not make profits 
unless margins are at least ade- 
quate. Chances are that more 
conservative investors would 
rather await an inkling of the fu- 
ture industry line-up before jump- 
ing aboard; but then of course 
this might mean missing the bus. 
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Split-Ups 

The market decline appears to 
have taken the steam out of the 
“trend towards split-ups,” for the 
time being at least. A few more 
came to notice just before the 
market turned sour, and others 
are believed in the “talk stage’. 








STOCKS MAKING NEW 1944-45 HIGHS 
IN RECENT REACTIONARY MARKETS 








Cons. Nat. Gas Texas Co, 
General Mills United Dyewood 
Hudson Motor White Dental 
Indianapolis Outboard M. & M. 

Power & Light Pacific T. & T. 
Mcintyre Por- Revere Copper 

cupine & Brass 
Mueller Brass Waldorf System 
Mullins Mfg. Omnibus Pref. 
Murray Corp. Diesel-Wem-Gil 
Safeway Stores McAndrew & 
Swift & Co. Forbes 














Burlington Mills plans a two for 
one split of its common stock; 
Household Finance Co. is to be 
split three for one. In the talk 
stage are Panhandle Eastern Pipe 
Line and Pepperell; and in brok- 
erage circles, the possibility of 
splitting International Business 
Machines is bruited about. Just to 
relieve the monotony, United Ci- 
gar is proposing to reverse the 
usual order and to exchange one 
new for three old shares. 


That Spanish Subsidiary 


It appears that negotiations are 
still under way between Interna- 
tional Tel. & Tel. and Spanish in- 
terests looking toward the sale of 
I. T. & T.’s Spanish telephone sub- 
sidiary; so far no contract has 
been signed. At the end of 1943, 
the company reported invest- 
ments in receivables from the 
Spanish telephone subsidiary of 
$71.27 million, and it is under- 
stood that at the present stage of 
negotiations, the amount to be 
paid to I. T. & T. for properties is 





somewhere near $70 million. It is 
also understood that something 
over half would be paid in Spanish 
bonds, with payment for the bal- 
ance partly in cash and partly in 
near-term credits. The company’s 
Spanish manufacturing subsidiar- 
ies are not included in the nego- 
tiations. 


Floor Trading 


Prospects are that the SEC will 
get an earful of opinion over the 
next several weeks on the pro- 
posal of its trading division to 
rule out trading in securities for 
his own account while on the floor 
of the exchange, by any member 
of the New York Stock Exchange 
or the New York Curb Exchange. 
Probably too much emphasis has 
been placed on the part the floor 
trader has on price fluctuations. 
While elimination of floor trad- 
ing would end a practice which 
once gave rise to colorful fig- 
ures, it would have little effect 
on trading volume or upon the 
kind of service which brokerage 
house customers get. The market 
took the SEC proposal in its 
stride; only visible reaction was 
a decline of $4,000 in the price of 
stock exchange seats, to currently 
$61,000, not due to any fear that 
over-all business would decline 
and thus make seats less valu- 
able, but to the possibility that if 
the SEC idea is carried out, some 
of the floor traders would dispose 
of their seats. Chances are that 
relatively few would sell, however. 


Rail Rate Uniformity 


Rail rate uniformity will be 
pushed vigorously by the I. C. C., 
it is understood. Two nation-wide 
cases, pending over five years, are 
to be decided within a few weeks, 
with the I. C. C. expected to direct 
a narrowing of class rates be- 
tween the North and South. 
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Keeping Alreast of Industrial 


and Company Changes 


Keeping Up 


U. S. Steel Corporation will spend 
$50 million in modernizing its Gary, 
Ind. mills, chairman Irving S. Olds 
revealed. The improvements will 
be undertaken as soon as postwar 
conditions permit. Idea is to make 
the company’s Gary operations as 
modern and efficient as those in any 
similar plant in the whole country 
and capable of filling the probable 
postwar orders of customers served 
by the Gary-mills. Mr. Olds express- 
ed confidence that the steel industry 
will be able to meet the competition 
of such materials as aluminum, 
magnesium, plywood, plastics and 
glass, and that it will have the in- 
genuity to widen the use of steel by 
combining it with one or more of 
these materials m fields where steel 
alone is not now applicable. 


Looking Abroad 


The American Locomotive Com- 
pany has formed the American Lo- 
comotive Export Co. to facilitate the 
handling “of a substantial volume” 
of foreign business. Part of thié 
volume, we might add, is already 
in sight or has been placed; foreign 
orders placed with the industry, 
thus far mostly under lend-lease, 
approach the 1,000 mark for loco- 
motives alone, and promise to be 
followed by further sizable inquiries 
for both- locomotives and rolling 
stock as soon as conditiona permit. 
American Locomotive should part- 
icipate importantly in this future 
business. 


Preparing for Peace 


With the return of peace, the RCA 
Victor Division of the Radio Cor- 
poration of America will be ready 
to join in a large way the competi- 
tive scramble for markets. For one, 
the Division has a far--flung distri- 
butive organization; to broaden its 
selling field, it has recently con- 
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tracted with several manufacturers 
of non-competitive lines for sole dis- 
tribution of their products in 120 
countries and territories. At present, 
these “sidelines” include electric 
toasters, waffle irons, roasters and 
irons of the Proctor Electric Co. of 
Philadelphia; Duo-Therm oil heat- 
ing appliances, washers, ironers and 
vacuum cleaners of Apex Co. of 
Cleveland; Wurlitzer coin-operated 
phonographs; projection lamps, 
rectifiers and other theatre equip- 
ment as well as theater seats from 
International Seat Company. The 
theatre equipment lines will supple- 
ment the sales of RCA Victor’s own 
standard lines of theatre reproduc- 
ing apparatus, and together they 
will include virtually all equipment 
for a motion picture house. The 
plan, incidentally, does not call for 
retail sales but merely for whole- 
sale-to-distributor operations. It 
should materially strengthen the 
company’s future export potential. 


Coal Prospects 


Expected drain on manpower will 
make it virtually impossible for the 
soft coal industry this year to match 
the production record achieved in 


x 


1944, unless there is a radical change 
in the war situation. Output last 
year reached the all-time high of 
620,000,000 tons or about one mil- 
lion tons short of requirements. 
Estimated needs for the current year 
are around the 1944 level but out- 
put may not go much above 580,-° 
000,000 tons. Although stockpile 
withdrawals will maintain volume 
for a while, overall sales for 1945 
are likely to decline which to- 
gether with rising costs and fixed 
prices suggests some lowering of 
profit margins in the current year. 


Redemption Plan 


Revere Copper & Brass, it is un- 
derstood, will shortly call for re-_ 
demption of all its outstanding 7% 
cumulative preferred stock, now 
totalling about 22,040 shares. The 
$2.4 million required for this ac- 
tion will be provided from cash on 
hand. The move would be in line 
with the company’s policy of capital 
simplification; thereafter, only 90,- 
623 shares of 514% cumulative 
preferred stock and some $5.82 mil- 
lion 314% first mortgage sinking 
fund bonds would be ahead of the 
1,286,916 shares of no par common. 





Morrell (John) & Co. 
Mueller Brass 
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West Va. Coal & Coke 
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Walker (H.) Good’h’m & W, ©0000... ceceseeee 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Latest Year 

Period Ago 
Year Oct. 28 $5.03 $3.62 
Year Nov. 30 3.92 3.91 
Year Sept. 30 8.61 5.02 
Year Dec. 31 2.46 1.59 
Year Oct. 31 1.00 14 
6 mos. Dec. 31 52 51 
6 mos. Nov. 30 3.31 2.75 
Year Oct. 31 1.08 97 
Year Oct. 31 7 1.29 1.00 
Nov. 30 quar. 2.50 2.28 
12 mos. Nov. 30 2.31 2.30 
Year Sept. 30 2.23 1.68 
Year Sept. 30 6.39 2.02 
9 mos. Nov. 25 2.31 1.57 
Nov. 30 quar. 3.41 2.13 
Year Sept. 30 7.65 5.63 

















~ 7% preferred stock 


ment of subsidies to producers of 
copper, lead and zinc will be con- 
tinued indefinitely beeause of short- 
ages in these critical metals, WPB 


sources indicate. Such action will 


bolster earnings prospects of mar- 


ginal and high-cost producers who ~ 


only a short while ago found them- 
selves threatened with withdrawal 
of premium benefits. Premium 
= however will not continue 

yond termination of the war in 


‘Europe, despite new and higher 


military estimates of production re- 
irements for prosecution of the 
t against Japan. Still the action 
will postpone “the evil day” for 
such marginal producers as Calumet 
& Hecla, Consolidated Copper Min- 
es, Inspiration Consolidated, Miami 
Copper Co. and others which under 
present-day conditions could hardly 
operate profitably without price 
premiums. 


American Brake Shoe 

Merger of National Bearing Me- 
tals Corp. into American Brake Shoe 
Co., recently approved by stock- 
holders, and refinancing the former’s 
immediate- 
ly increase Brake Shoe’s annual 
earnings by about $188,000 or 24c 
a-share on its common. The conso- 
lidation became effective January 1 
and completes a program of corpo- 
rate simplification started eight 
= ago. At that time, Brake Shoe 

ad twelve domestic corporations. 
All are now a part of the parent 
company and operated as divisions, 
resulting in considerable economies 
and more efficient operation of the 
enterprise. 


studded with scale orders for select- 
ed issues by institutional buyers. 
These appeared concentrated in 
stocks of banks making exceptional 
earnings reports including Irving 
Trust, Corn Exchange, Central 
Hanover and others. Activity in 
Manufacturers Trust was stimulated 


’ by discussion of prospects of retire- 


ment later this year of outstanding 
preferred stock and an increase in 
the ratio of capital to deposits. 


Auto Competition 


Two companies new to the auto- 
motive field are believed to have in- 
dicated—by action if not by words 
—their intention to move into that 
field when the war ends. They are 


the Fisher Motor Car Co., recently 


incorporated by~- the well-known 
Fisher Bros., and Aviation Corpo- 
ration. The Fishers signaled their 
intentions when they hired in- 
dustrial engineers to start automo- 
tive design work. Aviation Cor- 
poration is thought to have tipped 
its hand when it named Irving B. 
Babcock as president, because Mr. 
Babcock is probably the best known 
bus and truck man in the country. 
In neither case, however, do the 
companies confirm these assump- 
tions. A third firm, Graham-Paige, 
is also believed to come out with a 
new postwar automobile. While not 
a newcomer, Graham-Paige discon- 
tinued automobile manufacturing in 


ready to re-enter the 





DECLINES SHOWN IN RECENT EARNINGS REPORTS 









































Latest Year 








Period Ago 
Island Creek Coal bs Year Dec. 31 3.36 3.52 
Pond Creek Pocahontas Year Dec. 31 3.24 3.28 
Wilson & Co. Year Oct. 28 2.71 2.74 
Best Foods 6 mos. Dec. 31 80 1.09 
Erie Railroad Year Dec. 31 2.30 3.13 
‘Hooker Electrochemical Year Nov. 30 3.18 3.43 
Nash Kelvinator Dec. 31 quar. 12 25 
National Pwr. & Lt. 12 mos. Oct. 31 15 97 
Reynolds (R. J.) Tobacco ......cccssssessesssssesce- Year Dec. 31 1.71 1.85 
U.S. Pipe & Fdry. Year Dec. 31 2.23 2.31 
Amer. Type Founders 9 mos. Dec. 31 1,12 1.23 
Dresser Industries Year Oct. 31 4.73 5.53 
Atch., Top & Santa Fe Sys. ...n...:..ssssesssssseseves 11 mos. Nov. 30 17.31 18.55 
Gulf; Mobile & Ohio R. Re oocecscccc cscsssecceceoee 11 mos. Nov. 30 2.77 2.96 
Nash, Chatt., & St. L. Rey, .2.......-.csssecsssssees .. 11 mos. Nov. 30 8.25 12.54 
Reading Co. 11 mos. Nov. 30 3.58 5.34 
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more auspicious postwar conditions. 


Allied Chemical 


Allied Chemical sold at new highs 
recently while the general market 
“was reactionary. As is often the case 
when higher priced stocks show 
strength these days, there was gossip 
of a possible split of the common 
shares which constitute- the com- 
pany’s sole capitalization. About 2.4 
million shares are outstanding. 
Though the stock is fairly widely 
held in investment portfolios, there 
are a few large blocks in concentrat- 
ed hands. One of the largest is 
owned by the Solvay American Cor- 
poration, dominated by Belgian in- 
terests, and it is also understood 
that Orlando F. Weber, Allied’s 
former president, is a substantial 
shareholder. Some interests close to 
the firm opine that there is little 
to gain from a split-up unless some 
important interests wanted to make 
a public distribution or — a 
broader market for this blue chip 
which is currently selling around 
159 compared with the recent high 
of 164. The desire for broader mar- 
kets or public distribution usually 
motivates split-ups but at this writ- 
ing there is nothing to indicate that 
such a move is impending. or con- 
templated. 


Branching Out 


Continental Oil Co. is negotiating 
for the acquisition of Navarro Oil 
Co., an independent crude oil pro- 
ducer, the primary purpose being 
the strengthening of its crude oil 
position. Properties of Navarro are 
located principally in Texas, Louis- 
iana, Arkansas and Oklahoma. At 


the close of 1943, it operated 223 
producing wells and was interested 


in 95 producing wells operated by 
others. Company’s net worth, ac- 
cording to the latest available re- 
port, is some $6.55 million, equival- 


ent to about $18 a share on the. 


348,919 shares of capital stock out- 
standing. Navarro stock, traded on 
the N. Y. Curb Exchange, sells at 
about 46. : 
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Opportunities for Income and Profit 
in Bonds and Preferred Stocks 


BY JACKSON 


MARKET TRENDS: The bond market was reactive 
from highs in the two week period showing losses 
of .20 point in the Dow Jones Averages of 40 Bonds, 
1.13 points in the second grade railroads and a gain 
of .75 point for defaulted railroads. The gain in the 
latter seems to represent the confidence which in- 
vestors have in the eventual ability of these com- 
panies to meet their prior obligations. The loss in 
the 40 bond average was small but it was neverthe- 
less substantial from the highs. 

Municipal bonds reflected continued demand at 
around the best levels for the movement, with New 
York City issues strong. Governments remained 
close to their highs with Sixth War Loan 214s of 
1966-71 at 100 25-32 bid, 100 27-32 asked. 


ALLEGHANY CORPORATION: Redemption will be 
made on $1,652,000 of outstanding 314 per cent se- 
cured convertible notes at 102.65 and accrued in- 
terest. The notes were drawn by lot and will be 
redeemed on February 5th. 


KING SEELEY CORPORATION: Company is offering 
100,000 shares of 5 per cent cumulative convertible 
preferred stock of $20 par value. The stock for a 
period of three years is convertible into common on 
basis of 114 shares of common stock for each share 
of the preferred. Thereafter it can be converted on 
a share for share basis. The company, a peacetime 
manufacturer of automobile gauges and engine 
governors, plans to use the proceeds of approxi- 
mately $1,800,000 to retire the small remainder of 
its funded debt, expand plant facilities and to mod- 
ernize the plant of its recently acquired subsidiary, 
Central Specialty Company. 


TIDE WATER POWER COMPANY: Public offering of 
$4.5 million first mortgage bonds, 31% per cent series 
due 1975 has been made through W. C. Langley & 
Co. Also offered are one million dollars 35% per cent 
sinking fund debentures due January Ist, 1955. The 
bonds are priced at 101.48% and the debentures at 
100.96%, plus accrued interest in each case. Proceeds 
of approximately $5.4 million will be used to cover 
part of the cost of redeeming $6,065,500 of the 
company’s first mortgage 5% bonds, series A, due 
February 1, 1979. 


ARMOUR & COMPANY: Plans have been made for 
the issuing of $30 million in new debentures for the 
purpose of retiring the outstanding cumulative in- 
come 7% debentures. A sinking fund will be estab- 
lished for the retirement of the issue by maturity. 
The interest rate has not as yet been determined 
but a rate of 414% is expected. The new obligations 
will run for 30 years. 


WASHINGTON TERMINAL CO.: Authorization has 
been made by the Interstate Commerce Commission 
for this company to issue $11,000,000 of first mort- 
gage 25% bonds to be sold at 100.81. Proceeds will 
be used to retire $11,915,000 of first mortgage bonds 
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which matured on February Ist. Joint obligation 
as to payment of principle, interest and sinking fund 
instalments were assumed by Philadelphia, Balti- 
more & Washington Railroad and Baltimore and 
Ohio Railroad. Other corporate funds will also be 
used to meet the maturity. 


AMERICAN TELEPHONE & TELEGRAPH: Holders of 
the debenture 3% bonds due 1956 have been con- 
verting them into stock at the rate of nearly five 
million dollars a month. These debenture bonds, 
$233,584,900 of which were originally issued in 
1941, can be converted into common stock by sur- 
rendering $100 of the debentures plus $40 dollars 
in cash for each share of common stock. The de- 
bentures have been selling at about 123 and the 
common stock at 164 a share. 


WILLYS OVERLAND MOTORS: Stockholders voted 
in favor of a charter amendment to eliminate all 
preferred stock and reduce the total authorized stock 
to 2,850,000 common shares, with 2,373,385 out- 
standing. 


ATLAS PLYWOOD CORPORATION: The anticipated 
call to redeem the preferred has stimulated conver- 
sions of this issue into the common stock on a two 
for one basis. Several thousand shares have been 
exchanged, it is understood, and conversions are ex- 
pected to continue. 


PERE MARQUETTE RAILWAY: It is expected that 
the series C, 414 per cent first mortgage bonds due 
1980 and the series A and B five and four per cent 
bonds due 1956, will be refunded. The new issue will 
amount to approximately $50 million and it is be- 
lieved that it will be ready for bidding this month 
or next. 


STANDARD OIL OF OHIO: The company has called 
for redemption 25,000 shares of 414% cumulative 
convertible preferred stock at $105 per share. Those 
whose certificates are called will have the option of 
converting the preferred into common stock on the 
basis of 2.33 shares of common for each share of 
convertible preferred. The option holds good until 
February 23rd. 








Recent Calls for Redemption 


Redemp- 
Amount Call tion 
BONDS Called Price ant 
Bath Corporation 434s, 1945-55 .. Entire Issue 100 r. 3 
Canadian, Texas, elec. 5s, 1925 $28,000 Not Stated ree i 
Birmingham, Ala., 234s, 1946-72 Entire Issue 103 Feb. | 
Carolina, Clinchfield & O. 4s, A 1965 $103,000 107'/2 Mar. | 
Demery & Co. 2-4s (for 6s), 1952 Entire Issue 100 Feb. 8 
Dominion Teleg. Secur. 5!/2s, 1979 Various Notes 100 Feb. 2 
Guadalupe, Tex. rd. & bdg., 1939 Entire Issue Not Stated Feb. 
Haverford, Pa., 2!/2s, 1955. Entire Issue 100 Feb. |5 
Louden Ext. Canal & Res. 5!/2s, 1927 Entire Issue 103 Feb. 


Miami, Fla. Wt., 1945-69 Entire Issue 


I 

1 

1 

Var. Prices Feb. | 

Montana < 3%s, 1966. $465.000 102!/, Feb. 9 
N. Y., Chi 
l 




















& St. &. ye A 1974 $26,058,000 107'/2 Apr. 
Phila. Rap. tee. 5s, 1957 $112,000 105 Feb. 
Rock Island, Ill., bdge. 4s, 1964 Entire Issue 105 Feb. 
Southview Invest. r.e. bds . Entire Issue 100 Jan. 15 
St. Joseph's R. C. Ch., Baton R., et. 1941.. $8,000 100 Feb. | 
Toledo St. L. & W. R. ie: 4s, 1950 $6,500,000 100 Oct. | 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities; one request per month. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


§. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





A General Inquires 

Request analysis and recommendations in 
regard to the following present holdings: 

Autocar, purchased in 1919 at 110. Since 
that date various splits in stock have re- 
sulted in present stock on a six-for-one 
basts compared to original purchase. Radio 
Preferred purchased at 72. 

—Brig. Gen. H. W. C., Washington, D.C. 

Autocar Company has had a 
45 year history. Before the Euro- 
pean War, the company’s sales 
were in the vicinity of $11,000,000 
per annum, but in 1943 had risen 
to $85.8 million. Autocar has been 
showing a good margin of operat- 
ing profit, but renegotiation re- 
serves and taxes have taken a 
high proportion of the pre-tax 
profits. 

Capitalization consists of 465,- 
720 shares of common stock 
(which was split two for one in 
194?) and 2307 shares of $3 Con- 
certible Participating Preferred, 
which the management is plan- 
ning to redeem. Book value on the 
Common is $19.82 per share. Since 
1937, net nroperty account has 
risen to $3.9 million from $3.0 
million and net current assets to 
$4.5 million from $3.6 million. At 
the same time bonded debt of 
$900,000 was eliminated. 

Earnings for the first six 
months of 1944 amounted to $1.40 
per share. This stock is attractive 
to retain on the basis of earnings 
and prospects. 

Radio Corporation Preferred: 
Dividend is being covered bv a 
wide margin as evidenced in fig- 
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ures of first nine months of 1944 
when $7.48 was earned. For the 
full year of 1943 earnings 
amounted to $11.3 before renego- 
tiation of war contracts. The cur- 
rent income yield of about 4.4% 
is good in today’s market and as 
this stock is callable at 100, there 
is possibility of further enhance- 
ment. Therefore, we recommend 
retention. 


Good Speculation? 

_Would you advise purchase for specula- 
tive purposes of American Gas Power 
bonds which my broker suggest at 94%. 
As I understand it, I will get the call 
price plus some 16 points in accumulated 
contingent interest at the worst while I 
may get 160% of face value on the basis 
of a change in the readjustment plan. It 
sounds almost too good to be true, have 

you any information on this situation? 
—P. C. O., Highbridge, N. J. 
We have been unable to confirm 
the suggestion made in your let- 
ter. Under the plan proposed by 
the American Gas Power Co. 
there would be a distribution of 
7414 shares of new common for 
the 6% debenture bonds and 69 
shares of new common for 5% 
debenture bonds whereas th fig- 
ure of 116 which vou suggest 
would seem to indicate that your 
broker contemplates that you will 
hold out against the plan to ex- 
change for stock. You should of 
course bear in mind that the Se- 
curities Exchanee Commission 
has not vet publicly announced 
approval of anv plan of recapitu- 
lation and that if it does the 


Inquiries 


terms of any acceptable plan will 
be binding on all holders so that 
there will be no nuisance value. 

Another plan has been pro- 
posed, known as the Ohrstrom 
plan which calls for payment of 
the debenture bonds at a fixed 
price, equal to about par and ac- 
cumulated interest, and which 
would increase the participation 
of the common shares in the li- 
quidation. 

There is nothing to suggest any 
possibility of getting 160% of face 
value and it would appear that 
you have misunderstood the state- 
ments of your broker. Possibly 
what you have in mind is that if 
the new stock were to sell around 
21 it would sive the bonds a value 
equivalent to 160. We feel that 
such a price is unduly optimistic 
but the bonds do have appeal for 
both income and appreciation over 
the near term. 


Oil Stocks 


Please review briefly for me the action 
of the Oil group in 1944 and state which 
of the three following oil stocks should 
characteristically be most likely to be a 
mover-Houston Oil? Continental Oil? So- 


cony Vacuum? 
—T. P., Vales, Oregon 


Oils have been a generally back- 
ward group this year. At the July 
high they were up less than the 
market, and on the reaction from 
then to the September low they 
declined more than market. But 
at the lower prices the oils evi- 
dently have been meeting with 
investment demand, the group 
chart line showing stability with 
a slight upward bias. 

Houston Oil: This speculative 
stock moves faster than the oil 
group, both on advances and reac- 
tions. In net change for the year 
to date it retains a wide lead over 
the group. It went down sharply 
from the Julv high but had a fair 
rally since September. 

Continental Oil: This invest- 
ment-grade stock is a slow mgver. 
It met considerable selling during 
July-September, making a new 
low for the year. There has been 

(Please turn to page 498) 
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CONCLUSION 


MONEY AND CREDIT—Public debt 
expected to rise $40.5 billion in 1945-6 
fiscal year to a net total of $292 bil- 
lion; but smaller Federal deficit and 
expenditures point to somewhat lower 
corporate profits during reconversion 
period. 


TRADE—Retailers worry about inven- 
tory replacements, but not over public 
demand for merchandise. Department 
store sales in opening fortnight of the 
new year were 8%, ahead of last year. 
INDUSTRY—Business activity in third 
week of 1945 was 1.5% above last 
year; but first half of the year will be 
characterized by further expansion in 
munitions output at expense of civilian 
production, with little net gain in total 
volume. 


COMMODITIES — After registering 
new war-time high in December, prices 
ease in opening weeks of the new 
year, reflecting Russian military prog- 
ress on the eastern front. Yet peace in 
Europe would be only mildly and tem- 
porarily bearish. 





The Business. Analyst 


Ploughing through eastern snow and ice, the 
nation’s overall volume of business activity 
managed to expand nearly 1°, during the open- 
ing three weeks of the new year to a level 1.5%, 
above last year at this time. The months that 
lie ahead, however, are likely to witness a sharp 
increase in war goods output at the expense of 
civilian production, with little net gain in total 
business activity. Additional manpower needs for 
the first half of 1945 include 900,000 for the 
Army and 700,000 for boosting munitions output. 
Civilian industry and consumers must contend 
with critical shortages. 


* * 


In the new year, key industries face other 
problems, present and prospective. Snow and 
ice are tying up thousands of freight cars on 
eastern railroads. Steel mills are threatened with 
a coal shortage with supplies on hand already 
down to less than three weeks’ requirements. 
Manufacturers generally are wondering where 
their coal will come from should the miners stage 
ther usual bi-ennial strike this year. Even without 
a strike, the nation’s bituminous coal needs this 
year will exceed production by about 40 million 
tons. Production in the opening fortnight of 1945 
was 10 million tons under the like period last year. 

(Please turn to the following page) 
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Inflation Factors 








Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago — Harbor 
| 
FEDERAL WAR SPENDING (tf) $b Jan. 17 1.66 1.52 1.74 0.43 (Continued from page 487) 
Cumulative from Mid-1940 Jan. 17 248.4 246.7 157.7 14.3 


Retailers are worrying about inventory replace- 





ments, but not over public demand for mer- 
























































FEDERAL GROSS DEBT—$b Jan. 17 231.6 231.3 166.5 55.2 | chandise. Department Store Sales in the open- 
ing fortnight of the new year, though only 8% 
MONEY SUPPLY—$b above the corresponding period a year earlier 
Demand Deposits—101 Cities Janay 35.7 35.1 34.9 24.3 | compared with a phenomenal spurt of 30% in 
Currency in Circulation Jan. 17 25.2 25.3 20.4 10.7 | the closing fortnight of the old year, experienced 
| less than the normal post-holiday slump. 
BANK DEBITS—13-Week Avge. a Mas: 
New York City—$b Jan. 17 671 653 5.68 3.92 
100. Odes Aa i 17 8.36 8.33 7.76 5.57 One is almost ashamed to note that war has 
} not depressed the American Standard of 
INCOME PAYMENTS—$b (cd) Nov. 13.31 13.70 12.31 8.11 | Living. Allowing for price changes, but over- 
| Salaries & Wages (cd) Nov. 9.46 9.44 8.85 5.56| looking deterioration in quality, it appears that 
esc a (cd) ) oa ret ve} a ney consumers bought 7% more goods and services 
arm arketing Income ag ov. . y A . . . . ° 
| intiada ast. Pencients den) sa 226 2.46 2.04 128] Per capita last year than in 1939; yet production 
for civilian use was 4% lower. Irreplaceable in- 
CIVILIAN EMPLOYMENT (cb)m Rice 504 51.5 51.0 50.4 ventories were evidently drawn upon to an extent 
Agricultural Employment (cb) Dec. 7.1 8.1 6.8 7.7 | that will call for a little belt tightening this year. 
Employees, Manufacturing (Ib) Vec. 15./ 15.6 17.1 13.6 | Total output of goods and services (war and 
Employees, Manufacturing (Ib) _ e oe i re civilian) last year, on an actual quantity basis, 
UNEMPLOYMENT (cb) m _ . i : was 60% ahead of 1939. This Commerce Depart- 
ment estimate is in close agreement with our own 
FACTORY EMPLOYMENT (ib4) Dec. 154 153 169 14] Index of Business Activity which places the 
Durable Goods on 206 205 233 168 increase at 57%. 
Non-Durable Goods ec. 113 113 119 120 
FACTORY PAYROLLS (1b4) INov. 3it 314 336 189 eo 
Farmers enjoyed record prosperity last year, 
FACTORY HOURS & WAGES (Ib) with a cash intake of $21.2 billion—$1.3 billion 
Weekly Hours Oct. 45.6 44.9 45.4 40.3 more than in 1943. Last year's Cash Dividends 
Hourly Wage cents) Oct. 103.1 103.1 98.8 78.1 totaled $3.7 billi ly 3.3% rae 
Weekly Wage ($) Oct. a ee UT ee 
previous year. Largest increases were 26% for the 
one-time automobile industry and 14% for oil 
PRICES—Wholesale (1Ib2) Jan. 13 104.7 104.6 103.0 92.2 | refining. Dividends paid by the politically 
Retail (cdib) Nov. 139.4 139.3 135.2 116.1 harassed utility industry were a little lower than 
in 1943. 
COST OF LIVING (ib3) Nov. 126.5 126.4 124.2 110.2 i 
Food Nov. 136.5 1364 «137.3113. , 
Clothing Nov. 141.8 141.7 133.5 113.8 War Cost for the Allied Nations to date has 
Rent Nov. 103.2 108.2 108.0 107.8 been about half a trillion dollars—U. S. A., $250 
billion; Great Britain and Dominions, $125 bil- 
RETAIL TRADE lion; Russia, $100 billion; and China $25 billion. 
Retail Store Sales (cd) $b Nov. 6.13 6.05 5.64 4.72] By fiscal years, our own war expenditures (includ- 
gr th eed mee pre aan ing lend-lease) show—1941, $6.7 billion; 1942, 
Dep't Store Sales (mrb) $b Dec. 0.88 0.67 0.77 0.40 $28.3 billion; 1943, $75.1 billion; 1944, $89.7 
Chain Store Sales ca) Dec. 191 206 170 15] billion; 1945 (partly estimated), $89.0 billion. 
* * * 
MANUFACTURERS’ . , 
New Orders (cd2)—Total Nov. 318 3162722 or rer eae Seater © Cones 
Durable Goods Nov. 464 455 392 265 ome fi I — oer canis saga . ” 
Non-Durable Goods Nov. 225 226 196 178 ee ee eee Soe Star At 
Shipments ‘cd3)—Total Nov. 279 284 270 183 i seoele- ate Papo ue “a 
Durable Goods Nov. Ss 2 fm eS. 
Non-Durable Goods _ snd - - —s 1945-6 with 1944-5 “and. 1943-4 ms Prete 
are estimated at $70 billion, against $89 billion 
BUSINESS INVENTORIES—S$b and $90 billion, respectively; receipts from in- 
End of Month (cd)—Total Nov. 72.6 27.9 28.7 26.7 | dividual income taxes at $16 billion, against $19 
Manufacturers’ Nov. 17.0 17.1 17.9 15.2 | billion and $20 billion; receipts from corporation 
Wholesalers’ Nov. 4.0 4.0 4.1 4.6 taxes at $16 billion, versus $17 billion and $15 
Retailers’ Nov. 6.6 6.8 6.7 7.2 billion; deficit $41 billion, compared with $53 
Dept. Store Stocks (rb2) Nov. 143 154 143 139 billion and $50 billion. 
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PRODUCTION AND TRANSPORTATION 
Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
as a yd cog Jan. 13 158.9 158.3 157.3 141.8 ‘ 
(M. W. $.j—1-—ap_ Jan. 13 170.1 169.5 167.1 146.5 (Continued from page 488) 
es ne Ss Smaller Federal deficit and expenditures pre-- 
1ce- INDUSTRIAL PRODUCTION (rb3) Dec. 232 232 241 174 3 : 
ia Durable Goods, Mfr. .. Dec. 343 341 365 215 pearl for 1945-6 point to Lower Corporate 
Non-Durable Goods, Mfr. Dec. 173 172 174 141 , 
en- eon Ce a ee ae 
8%, CARLOADINGS—t—Total Jan. 13-782 683 779 833 ite 
md Manufacturers & Miscellaneous Jan. 13 380 336 356 379 The Public Debt is expected to increase $40.5 
: Mdse. L. C. L. bic Jan. 13 100 89 99 156 billi . , t total of $292 billi 
in Coal res 174 149 184 150 ganar ste Ratna Pres Badan cetpetingen xs 
ced Grain. ..... G2 ES Jan. 13 47 40 57 43 compared with increases of $50.8 billion in the 
—__—_————————— | 1944.5 fiscal year and $64.3 billion in the 1944 
ELEC. POWER Output (K.w.H.)m __4en- in £ aate a “Aa? 4537 3,269 _| fiscal year. The Gross Public Debt outstanding 
SOFT COAL, Prod. (st) m Jan. 13 12.1 10.6 12.8 10.8 on June 30, 1944, totaled $201 billion—consisting 
Cumulative from Jan. 1 Jan. 13 22.6 10.6 26.2 446 £ $196 milli | 1 3 1.5 billi 
has ragga Erg Mes. $40 451 ta) <. ° $1 million world war securities, $ 5 billion 
of ES 21. OE non-interest bearing debt, $14 special issues and 
er- PETROLEUM—(bbis.) m $185 other Treasury securities. 
wr Crude Output, Daily Jan. 13 4.72 4.68 4.37 4.11 
Gasoline Stocks .. Jan. 13 87.81 86.62 78.04 87.84 ieee 
ces Fuel Oil Stocks .... Jan. 13 54.21 56.07 53.58 94.13 The OPA h deiateai limi ; 
ion Heating Oil Stocks Jan. 13 36.41 38.30 39.60 54.85 . lai arn liaaioncs- 
ts. ae gua Wak a —_— r - -—s — a = = of $2 to $5 a ton in ceiling prices at the mill 
, Prod. . ft.) m an. 4 517 632 level for five basic steel duct di . 
ent Stocks, End. Mo. (bd. ft.) b Dec. 3.4 3.8 35 12.6 siete aha anual me 2 pia se 
ar. ee ee eee a 
a STEEL INGOT PROD. (st.) m Dec. 7.34 7.27 7.26 6.96 estimated that the aggregate increases will 
ii Cumulative from Jan. |... Dec. ome _ 89.4 82.1 88.8 14.69 amount to around $48 million a year before 
- ENGINEERING CONSTRUCTION taxes on about one-third of the industry's total 
ae AWARDS (en) $m Jan. 18 27.7 22.9 25.5 93:5 output. 
h Cumulative from Jan. | Jan. 18 79 52 123 5,692 * +* * 
i. a RE 
MISCELLANEOUS (st) ; North American output of Newsprint last year 
Paperboard, New Orders (st)t an. 13 150 190 153 165 ly 19 der 1943, despit 10% d 
U. S. Newsprint Consumption (st)t Dec. 284 292 291 352 pig To 5 i shrine bBo fs 
Do., Stocks, Emd Mo. Dec. 49\ 523 499 523 eee ee 
ar, Wood Pulp Stocks, End Mo. (st)t Nov. 66.0 64.8 71.4 98.5 | a 14%, drop in consumption. Outlook for 1945 
on Hide & Lthr. Stks., End Mo. (hds.)m Nov. 11.4 1.1 10.0 14.0 | is none too rosy. 
ds Portland Cement Production bbls.) Nov. 8.3 9.2 9.3 14.9 | 
he ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 
he Dep't., Jan. 1939—100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't., (1935-9—100) using Labor Bureau and other data. 
: en—Engineering News-Record. |—Seasonally adjusted index, 1935-7—100. Ib—Labor Bureav. Ib2—Labor Bureau, 1926—100. Ib3—Labor 
oil 
f Bureau, 1935-9—100. Ib4—Labor Bureau,’ 1939—100. m—Millions. mpt—At Mills, Publishers & in Transit. mrb—M. W. S., using F. R. B. 
Y data. np—Without compensation for population growth. pc—per capita basis. rb2—Federal Reserve Board, adjusted index (end Mo.) 
an 1935-9—100. rb3—Federal Reserve Board, adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
- No. a ciemmencoiadl: [oo ea | (Nov. 14, 1936, Cl.—100) High Low lect. ron 20 
0 Issues (1925 Close—100) High Low Jan.13 Jan.20 | 100 HIGH PRICED STOCKS 75.50 62.77 75.50G 73.77 
; 290 COMBINED AVERAGE . (O76 79.5 109.6G 106.5 100 LOW PRICED STOCKS 120. 52 75. 33 120. 52G 116. 92 
il- a = aman aaa Pa Ee :o eee” aa ea 2 9 5 te 
a 4 Agricultural Implements ..... 178.9 148.6 168.0 164.5 6 Investment Trusts 46.6 34.0 46.66 46.6 
; 10 Aircraft (1927 Cl—100) 171.4 «118.5 ~—«'171.1 ‘156.0 3 Liquor (1927 Cl.—100) 412.5 291.4 412.52 399.6 
z : Air Lines (1934 Cl—100) . 585.9 421.9 567.8 559.8 8 Machinery 139.7 105.2 139.7 137.5 
2, 5 Amusement . 8.7 68.2 83.5 81.8 2 Mail Order 101.0 82.5 97.6 96.7 
13 Automobile Accessories 183.9 119.0 183.6 181.6 3 Meat Packing 75.1 55.5 75.1G 75.1 
12 Automobiles . 872 17.6 37.3P 36.0 1! Metals, non-Ferrous 157.0 116.4 157.0E 152.1 
3 Baking 1926 Ci.—100) 15.0 12.9 14.6 14.7 3 Paper 20.0 12.9 19.3 18.9 
3 Business Machines 227.8 171.9 227.8G 225.3 22 Petroleum 153.5 121.3 153.5G = 147.7 
2 Bus Lines (1926 Cl—100). 139.3 101.9 139.3T 135.1 19 Public Utilities 59.9 48.7 59.7 58.2 
5S 4 Chemicals 197.6 176.0 195.6 192.4 5 Radio (1927 Cl.—100) 31.1 21.5 29.4 29.4 
e 4 Communication 81.1 57.1 81.16 77.6 | 7 Railroad Equipment 72.0 51.5 72.0G 68.9 
g 13 Construction 44.1 33.1 43.2 44.1E 21 Railroads 25.4 14.1 25.46 22.7 
I. 7 Containers 292.6 220.1 292.6G 289.3 2 Shipbuilding 107.7 70.3 105.7 96.6 
n 8 Copper and Brass 81.5 62.5 81.5A 76.1 3 Soft Drinks 433.6 305.2 412.0 408.1 
g 2 Dairy Products 49.4 38.6 49.4N 48.7 | 12 Steel and Iron 87.8 65.7 87.8D 83.7 
Ss 5 Department Stores 41.6 28.2 40.7 39.8 | 3 Sugar 58.1 41.7 57.3 56.6 
n 5 Drugs and Toilet Articles... 125.1 81.0 122.9 119.5 2 Sulphur 185.0 160.7 185.0A 180.8 
I 2 Finance Companies 248.9 216.1 225.3 226.6 3 Textiles 63.8 48.0 63.86 62.0 
? 7 Food Brands . 141.7 123.1 138.0 137.0 3 Tires and Rubber 34.7 25.4 34.6 34.7P 
n 2 Food Stores . 56.8 46.5 56.8K 56.6 | 5 Tobacco 74.2 60.2 70.1 69.4 
5 4 Furniture _ 84.9 56.4 83.8 84.9G | 2 Variety Stores 259.3 219.7 255.6 =. 256.1 
3 3 Gold Mining 1075.2 879.8 989.0 993.7 | 21 Unclassified ‘1943 Cl—100) 143.2 8. 7 143. 2A 141.6 
iow HIGH since: A—1943; D—1940; E~1939; 6—1937; K—1934; N—1931; P—1930; T—1926. Z—New all- time HIGH. 
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Trend of Commodities 


The Agriculture Department's index of prices received 
by farmers rose to 200 (1909-14 equals 100) in December, 
a new war-time high, compared with 196 in November 
and 196 for December, 1943. Since our last issue, however, 
grain prices have receded moderately on an assumption 
that the swift advance of Russian troops on the eastern 
front foreshadows an early end to the war in Europe. The 
world's stock markets are reflecting a similar psychology, 
not because anyone in Wall Street or elsewhere wants a 
long war but because it is believed that cessation of huge 
war expenditures will lead to lower profits and keener 
compet.tion in world commodity markets. Security and com- 
modity markets have registered a number of reversals in 
war-peace psychology during the war. We hope they are 


right this time in predicting a short war; but do not sha.e 
in the belief that peace in Europe means materially lower 
prices, or more than a temporary dip in profits. There are 
at least three sound reasons for the view that peace is 
not bearish. First: there will not be much let down in our 
war expenditures until Japan is defeated. Second: the 
Administration is committed to support farm staples for 
several years after the Pacific war ends. Third: After a 
relative short period for reconversion we are headed for a 
great post-war bus’ness boom that should last at least five 
years. It may also be noted that Australia and Argentina 
have suffered such severe droughts that they may withdraw 
this year from the export markets for grain and livestock. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1 Yr. Dec. 6 


Jan.20 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities 
11 Import Commodities 
17 Domestic Commodities 





COMMODITY FUTURES INDEX 
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COMMODITIES INDEX 





























Average 1924-36 equals 100 
1945 1944 1943 1942 1941 1939 1938 1937 


High 98.66 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Low 97.11 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
490 


182.9 183.1 182.7 183.4 182.3 179.3 156.9 
169.0 168.7 168.7 168.7 168.4 167.6 157.5 
192.5 193.1 192.4 193.5 191.8 187.3 156.6 


12 Foodstuffs 
16 Raw Industrials 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1 Yr. Dec. 6 
Jan.20 Ago Ago Ago Ago Ago 1941 
223.1 224.3 222.9 225.6 223.9 219.4 163.9 
207.4 207.7 206.9 208.5 207.7 206.9 199.2 
. 166.3 166.5 166.3 166.4 165.1 160.9 143.2 


7 Domestic Agricultural 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1945 1944 1943 1942 1921 1939 1938 1937 


High 96.9 97.6 96.0 89.1 85.7 78.3 654 91.5 
Low 96.7 94.9 89.3 86.1 74.3 61.4 57.5 64.7 
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Utilities As Investments 
In 1945 





(Continued from page 480) 
forecast by Wall Street services 
or statisticians slowly crystalize 
in the form of rising market quo- 
tations. 

In recent months, for example, 
the United Gas plan (pending for 
several years) has been approved 
by the SEC and put into effect. 
United Corp., after a year or more 
of effort, successfully consum- 
mated its plan to retire nearly 
half the preferred stock, and is 
now working on new exchange 
plans. American & Foreign Power 
(in collaboration with Electric 
Bond and Share) has filed a plan 
with the SEC, which contains in- 
teresting possibilities. Buffalo, 
Niagara & Eastern has two plans 
before the Commission — one re- 
flecting the claims of its $1.60 
preferred stockholders and the 
other the claims of Niagara Hud- 
son Power Company representing 
its common stockholders. The 
long pending Midland United (In- 
sull holding company) plan is be- 
ing consummated. Columbia Gas 
& Electric recently filed its plan 
with the Commission for divest- 
ing itself of its electric interests 
and recapitalizing on a one stock 
basis. Rumors have been current 
that Electric Power & Light 
might file a plan with the SEC, 
now that its problem with United 
Gas has been solved. The North- 
ern States Power plan, expected to 
emerge shortly from the SEC, 
also reflects recent interest in the 
A stock. Engineers Public Service 
made a smart move with its Vir- 
ginia merger program, which has 
been reflected in a sharp increase 
in earnings. 

All these developments have 
stimulated market interest in the 
holding company stocks despite 
the fact that some of the older 
plans have proved disappointingly 
slow. The United Light & Power 
plan, which it was originally esti- 
mated would be consummated 
about two years ago, still lies in 
the Supreme Court blocked by the 
objections of the holder of 10 
shares of preferred stock. The 
Commonwealth & Southern plan 
has made slow progress, as has 
that of New England Power As- 
sociation. Protests have arisen in 
Boston over the plan of “NEP- 
SCO” (New England Public Serv- 
ice Co.) Little has been heard of 
the North American plan for a 
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year and a half — probably due 
to complications over North 
American Power & Light and II- 
linois Power. The latter company 
has sued its parent, North Ameri- 
can Light & Power, and indirectly 
its grandparent, North American 
Co., for $20,000,000 plus huge 
interest arrears. However, its own 
securities have enjoyed a big ad- 
vance this year due to successful 
financing and the prosecution of 
these claims. ; 

While holding company stocks 
have continued to hold the lime- 
light during 1944, the operating 
company stocks have also given a 
good account of themselves mar- 
ketwise. Puget Sound Power & 
Light, formerly a “tailender” in 
the list with respect to price- 
earnings ratio and yield, has ad- 
vanced substantially as investors’ 
fears regarding persecution by 
public power authorities ebbed. 
Consolidated Edison regained a 
moderate amount of ground mar- 
ketwise when it became evident 
that the management had suc- 
ceeded in staving off payment of 
excess profits taxes, through re- 
deeming a substantial amount of 
bonds. Other operating stocks 
have gained as compared with a 
year ago, and an average of eight 
issues was recently around the 
100 level compared with last 
year’s low of 86. 

A recent average of price-earn- 
ings ratio for a large number of 
operating company stocks worked 
out at 13, while the average divi- 
dend yield was 5.8%. This aver- 
age yield still compares favorably 
with the dividend returns of many 
standard industrial issues. De- 
spite all the difficulties encoun- 
tered with federal anti-utility pol- 
icies, high taxes, etc., many of the 
operating utilities have had long 
continued dividend records, a few 
of which are the following: Con- 
solidated Edison, since 1893 or 
earlier; Consolidated Gas of Bal- 
timore, 1910; Connecticut Power, 
1916; Detroit Edison, 1909; Pa- 
cific Gas, 1919: North American, 
1909; United Gas Improvement, 
1885; Washington Gas Light, 
1867. 

The utilities enjoy one consi- 
derable advantage over the indus- 
trial and rail stocks —thev are 
practically depression-proof be- 
cause of the essential character 
of the business. Moreover. thev 
are the foremost and most con- 
sistent growth industrv. Thev 
have relatively few labor prob- 
lems (though a few strikes have 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
cans. This is number fifty-nine of a series. 
ScHENLEY Distitters Corp., New York 


When Johnny and Jane 


Come Marching Home! 


From our company, Schenley Distil- 
lers Corporation, and its several affili- 
ates, about fifteen hundred employees 
have gone to war. When they come 
back to resume their normal peacetime 
activities, we, like other American busi- 
provide them with re- 
employment. Of course, we are obli- 
gated to employ them for a year after 
their return. But, as we see it, there are 
a lot of “humanics” in this business. So 


nesses, will 


we have set up some very interesting 
self-imposed rules and regulations about 
our conduct towards those who assist 
us in conducting our business. 


In doing so, we are taking what we 
believe is a forward step. War unques- 
tionably does something to those who 
it. This “something” is 
frequently—for better or for worse. We 
are going to do everything humanly 
possible to men—yes, and 
women too—who have left us tempo- 
rarily for the more important job of 
winning this war, to adjust themselves 
properly to civilian pursuits when they 
return. We are going to be very careful 
in finding the right jobs for them in our 


participate in 


help the 


various organizations—where they can 
be happiest in their work and most eff- 
cient for themselves and for us—where 
they won’t be “miscast.” 


Perhaps in the beginning, when they 
came to us, we weren’t always too care- 
ful in placing them in the right niche. 
Maybe John Doe ought never to have 
been a salesman. Perhaps he would have 
done much better in the accounting de- 
partment, or vice versa. Anyway, we're 
going to be reasonably sure about it in 


the future. 


We don’t think there is anything 
better that we can do to repay a debt 
we owe to those who have been fighting 
for us, than to help provide them a fair 
measure of happiness and future se- 
curity—after they have marched in the 


victory parades. 


MARK MERIT 


of ScHENLEY DisTILLerRs Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 
N. Y. and you will receive a booklet con- 
taining reprints of earlier articles on various 
sub?ects in this series. 
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occurred in recent years). They 
have no big inventories or receiv- 
ables to raise banking problems 
in bad years. And they are the 
only industry which has lowered 
its price to the public for decades 
with only slight interruptions. 
Despite their many problems of 
recent years, the operating com- 
pany stocks, as a class and with 
few exceptions, remain relatively 
sound investments. 





Realistic Appraisal of Forces 
Behind Investment 
Values Today 





(Cuntinued from page 461) 


difficulties and the favorable fac- 
tors inherent in the longer term 
outlook such as the sustaining ef- 
fect of the Pacific war, the pleth- 
ora of funds, the large deferred 
civilian demand. Conceivably, on 
any broad liquidation movement 
instigated by actual or impending 
German collapse, buying based on 
these favorable factors may well 
provide effective market support 
at moderately lower levels, thus 
limit reaction potentials. Such 
support of course may prove 
quite selective, favoring stocks of 
companies whose prospects appear 
attractive once reconversion has 
been effected. On the whole, with 
such a possible development in 
mind, it may be well to remember 
that those who make money on 
securities and keep it, are those 
who watch values first. 


Another thing currently op- 
pressing sentiment in some quar- 
ters is the feeling that tax reduc- 
tion, that is substantial tax re- 
duction, is a long way off, a pros- 
pect which together with big post- 
war budgets may, it is believed, 
set into motion deflationary 
trends. The prospect is real 
enough but its actual market sig- 
nificance fades when _ viewed 
against the rosy — and inflation 
flavored — predictions and prom- 
ises for the postwar period. The 
latter take as a goal the building 
up of a volume of production and 
distribution far beyond anything 
heretofore realized. If so, failure 
to reduce taxes will mean little, 
and continued high taxes will cer- 
tainly be bearable just as they 
are bearable now, in an extremely 
active war economy. Moreover, if 
continued high taxes are accom- 
panied by further deficit spend- 
ing, deflationary fears will imme- 
diately be superseded by a 
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strengthening of inflation psy- 
chology. It all boils down to the 
well-known question of inflation or 
deflation. The former, though it 
may be controlled, is by far the 
greater likelihood, the latter poli- 
tically and economically hardly 
expedient. The entire complex of 
course is of longer range import; 
as a market factor it is latent 
rather than immediately opera- 
tive except for the fact that in- 
flationary sentiment is on the rise. 


There is little question that 
fundamentally, the line of least 
resistance has been upward and 
still is, despite current reaction- 
ary markets. Had it not been so, 
the impact of the Russian sweep 
on stock prices would have been 
more severe. This does not pre- 
clude the possibility of a more 
drastic sell-off if Russian suc- 
cesses continue to their logical 
end. Any resultant shake-out may 
however activate considerable la- 
tent buying power, only waiting 
for an opportunity to step in at 
more attracive levels. In the in- 
terim, however, the framework of 
causes as discussed in the fore- 
going will probably hold up, may 
even propel the market once more 
upwards should the war news fail 
to measure up to current expec- 
tations. 


Nevertheless, short-term trad- 
ers must realize that the market 
is now in quite a speculative area 
where decisive changes, though 
perhaps temporary, may occur at 
any moment. This very fact would 
seem to make caution the better 
part of wisdom. The long-term 
investor has far less to fear, pro- 
vided his holdings have been se- 
lected with proper judgment. 





Prospects For Tobaccos 
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current year, increased sales of 
cigarettes and a recently granted 
price rise for cigars should sta- 
bilize results to some extent. Pre- 
diction of postwar prosperity is 
based on at least partial reten- 
tion of war-time ga*.s in con- 
sumer demand leadiug to perma- 
nently higher per capita con- 
sumption. Fluctuations in national 
income in the past have resulted 
in shifts to differently priced 
items rather than in marked 
swings in overall demand. With 
some relief from taxes and war- 
time restrictions, the tobacco in- 
dustry should prosper, although 
former wide profit margins prob- 


ably will not return so soon, es- 
pecially in view of rising wage 
trends. 


The current easy money market 
has enabled several of the larger 
cigarette manufacturers to fortify 
their financial structures at low 
cost. The American Tobacco Co., 
for example has issued $100 mil- 
lion of debentures to finance huge 
purchases of flue-cured and burley 
tobaccos. R. J. Reynolds is enter- 
ing the market with an offering 
of $25 millions of 334% preferred 
stock. Liggett and Myers is finan- 
cing expanded production by use 
of a $75 million revolving credit. 
All of these concerns pay pre- 
mium prices to secure the highest 
grades of leaf. Operations for 
1945 have been well provided for, 
and other concerns such as Loril- 
lard and Philip Morris, with 
smaller sales volumes, have ample 
capital to handle their business. 
The trend of dividend payments, 
while indicating ultimately per- 
haps lower rates than in prewar 
years, for the moment appears 
stabilized by the more immediate 
outlook. With expanding’ sales, 
the very narrow margin of profit 
on cigarettes should still suffice 
to provide satisfactory results for 
stockholders. 


Cigar manufacturers, also, are 
confronted with peak demand and 
handicaps similar to those of the 
cigarette concerns. The near-term 
outlook for somewhat better earn- 
ings, therefore, is correspondingly 
favorable in the cigar field. 

Sales of snuff, the lowest priced 
of tobacco products, are mostly 
controlled by United States To- 
bacco, Helme, and American 
Snuff. The business has been re- 
markably stable for many years 
and generous profit margins ac- 
count for the excellent dividend 
record of the snuff makers. Rising 
costs, however, and the improba- 
bility of further sales expansion, 
tend to limit growth of future net. 


The tobacco industry’s growth 
to its present impressive status 
and its notable record of stable 
earning power characteristic of a 
“habit industry” has given shares 
of tobacco companies a_ good 
measure of investment esteem. 
Yet current prices of a good many 
of them appear not unduly high, 
considering dividend yield and fu- 
ture potentials. While rising costs 
and rigid ceilings will continue to 
squeeze profit margins and earn- 
ings are likely to recede further 
over the medium term, postwar 
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prospects are decidedly promising. 

Chances are that consumption 
will stay on a permanently higher 
plane and with removal of exist- 
ing restrictions and some tax re- 
lief, earnings may eventually 
reach new highs. This should ap- 
ply especially to the cigarette 
makers. Results of cigar makers 
tend to fluctuate rather more with 
income trends; given high na- 
tional income, they should do 
quite well. On the other hand, no 
great change in earnings of the 
snuff and manufactured tobacco 
group is anticipated over the 
longer term. 


Another Look At The Rails 








(Continued from page 476) 


‘of Section 77 of the Bankruptcy 


Act. A net reduction of six took 
place in 1944, including the four 
aforementioned Class I roads. 
Speaking of reorganizations, it 
may be mentioned that the great 
rise in market values of defaulted 
rail bonds in the past two years 
reflects in large measure the bet- 
ter treatment bondholders are re- 
ceiving. Stockholders are still be- 
ing wiped out despite war-swollen 
earnings. 

The 1945 earnings prospect is 
undoubtedly good, permitting con- 
tinuation of the debt reduction 
policy. One factor which should 
stimulate repurchases of bonds 
for retirement purposes by car- 


_ riers whose obligations are selling 


at a discount is that the provision 
of the Revenue Act which grants 


_ tax exemption on the amount of 


the discount at which bonds are 
bought, is due to expire on De- 
cember 31 unless renewed. Higher 
bond prices last year did not ma- 
terially discourage open market 
purchases and these should con- 
tinue this year as well. Some rail- 


' roads do not have a long-range 
| policy as regards debt reduction 


but review the situation at short 
intervals in the light of business 
conditions. With the increased 
war tempo sustaining rail traffic 
at high levels, however, there is 


' no reason to expect marked 


changes in debt reduction policies. 
On the whole, and after ap- 


| praising all the complex elements 


that enter into the prospective 
situation, it appears reasonably 


' certain that 1945 will witness a 


further, if probably relatively 
small traffic decline. Ton-miles had 
already turned down in the last 
half of 1944 and indications are 
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Each star indicates vital equipment powered 
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turned to the great task of rebuilding a 
war-torn world. 


Awarded to the 


Your Delters are Detroit and Muskegon Plants 
of 


Power, Too! 
Buy Wer Bonds 


and Keep Them! =~ Continental Motors Corporation 


for High Achievement 


[on ean Mo tors [orporation 
MUSKEGON, MICHIGAN 














that the decline may continue. 
Even with the war on all fronts 
continuing, there is little reason 
to believe that the downward 
trend will not carry over into 
1945, though in less striking man- 
ner than earlier anticipated. The 
specific percentage of decrease, of 
course, is wholly speculative. 
Whatever the traffic and conse- 
quent revenue decreases may 
prove to be, the impact on net 
earnings will be somewhat heav- 
ier. Even a considerable increase 
in gross revenues last year failed 
to stem the downward trend in 
net, and when gross itself turns 
down, the effect on the decline in 
net will be cumulative. This, how- 
ever, should be offset at least 
partially by the carry-back pro- 
visions of the Revenue Act pro- 
viding an excellent cushion for 
most roads and ensuring earning 
power at satisfactory, if not con- 
tinued fairly high levels for the 
next year or so. 

Though railroad finances are 
definitely on the mend, outstand- 
ingly so in a good many cases, 
the stockholder so far had to take 
a backseat but he may fare some- 
what better in the future as debt 
structures are reduced to the 
point where they can be carried 
without difficulty in years of nor- 
mal earnings. Dividend possibili- 
ties are indicated in the brief com- 
ments contained in the larger of 
the two statistical tables. 

Marketwise, rail stocks cur- 
rently would appear to be some- 
what vulnerable after their pro- 
longed rise which carried our 
group index 80% above the 1944 
low compared with a 38% advance 
of our Combined Stock Index. In 
the past three months alone, the 
rail average soared some 30%. 
Still, as this is written, rail shares 
continue higher, reflecting not 
only the search for yield but the 
fact that in the public mind, future 
potentialities as yet have not been 
fully discounted. Judging by cur- 
rent yield rates, most railroad 
equities even today are not over- 
priced and despite the possibility 
of profit taking reactions, or per- 
haps because of it, should still 
offer buying opportunities on 
basis of careful selection and ap- 
praisal of values. Earnings in the 
foreseeable future should hold 
well above those of the prewar 
decade regardless of last year’s 
adverse ICC decision as to freight 
rates, and western transcontin- 
ental railroads in particular are 
strategically situated for well- 
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sustained earnings until the end 
of the global war, and satisfac- 
tory income thereafter. All in all, 
postwar railroad earning power 
should be both sufficiently sub- 
stantial and sufficiently stable to 
warrant re-establishment of rail- 
road credit and investor confi- 
dence alike. 

On common stocks of railroads 
listed on the second of the ap- 
pended tables, a table carrying 
no comments because of space 
limitations, we comment briefly 
as follows: 

Delaware, Lackawanna & Wes- 
tern is a radical speculation with 
indications that fixed charges 
were barely covered last year. The 
railroad’s fundamental position is 
poor and dividend prospects re- 
mote. 

Gulf, Mobile & Ohio has merit 
as a low-priced speculation but 
dividend prospects appear poor at 
this time. Fixed charges have 
been reduced by refunding opera- 
tions and road and equipment are 
being well maintained. Company 
may retain some of the traffic 
advantages gained in recent 
years, aided by oil development 
in its territory. 

New York, Chicago & St. Louis 
last year reduced its debt by 
$7.18 million net, apart from a 
25% reduction of fixed charges 
in the last eight years. Further 
reductions as a result of impend- 
ing refunding moves are contem- 
plated. Despite a favorable earn- 
ings outlook, market potentials 
of the common are limited both 
by continuing priority of debt re- 
tirement and by large arrears on 
the preferred stock (currently 
$79.50 per share). The latter has 
appeal as a long range speculation. 

Norfolk & Western common is 
a sound equity of high investment 
grade, the railroad itself one of 
the strongest and most efficient 
with debt only 25% of total capi- 
talization. The road has not bene- 
fitted from war because of an 
‘initial high EPT liability and con- 
sequently has retired debt no 
faster than the normal sinking 
fund rate, but postwar tax cush- 
ion is large. Payment of former 
larve dividends after repeal of 
EPT appears virtually certain. 

Pere Marauette’s debt reduc- 
tion in 1944 totaled $3.65 million 
with a resultant annual interest 
saving of $169,495, but this cut 
is moderate as comvared with 
some other roads. The common 
is buried heneath larve preferred 
accumulations on both prior pref- 


erence and preferred shares and 
lacks speculative appeal. 
Pittsburgh & Lake Erie has a 
strategic traffic position, strong 
finances and no direct funded 
debt; the common therefore has 
income appeal, yielding . around 
7.5%, and constitutes a sound 
semi-investment issue. Company 
has large postwar tax cushion 


which should materially moderate} 


any future decline in revenues. 
Reading Company is a funda- 
mentally sound road and the com- 
mon stock of semi-investment 
quality. High war-time earnings 
have been used for substantial 
debt retirement and with this 
policy continuing, the $1 dividend 
is not likely to be increased. Past 
earnings showed above average 
stability. A good tax cushion 
should minimize the effect on net 
of the postwar drop in revenues. 





Weighing Selected Stocks 





(Continued from page 467) 

far behind. All these companies, 
incidentally, in the past decade 
have experienced remarkable 
growth and their future is far 
more assured than that of a good 
many low-priced competitors 
(marketwise). 

Some stocks in our list have 
managed to show lower prices in 
1944 than in 1942 and outstand- 
ing among these is Climax Molyb- 
denum which seems to be suffer- 
ing from the excesses of the 
period 1936 to 1938 when a com- 
bination of events, including the 
listing of the stock on the New 
York Stock Exchange (1937) and 
the sharp increase in the use of 
molybdenum as an alloy metal, 
sent the stock from a low of 24 
to a high of 60. Following a re- 
action to 25 in 1940 it rebounded 
to 44 in 1941 and to 48 in 1948. 
The closing of foreign markets 
and the regulation of output by 
the Government because of war 
needs could not readily be ad- 
duced as hampering factors since 
earnings have been substantial at 
about $3.50 per share though 
down from approximately $5 in 
1942. There seems to be no par- 
ticular justification for the stock’s 
laggard action, as many corpora- 
tions find themselves with tem- 
porarily lower earnings due to 
regulations and high taxes. With 
the prospect good for regaining 
former excellent foreign outlets 
after the war, there is little doubt 
as to the company’s future. Cur- 
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rent hesitation of course reflects 
more immediate uncertainties 
such as reduced sales since 1943, 
the emergence of numerous other 
alloy metals during the war, pros- 
pective large scrap supplies and 
future competitive trends as they 
may affect longer range sales po- 
tentials. The paradox remains 
that a stock earning some $3.50 
annually has registered a far 
smaller percentage increase in 
price than a good many equities, 
earnings of which are far less, by 
any standard, and fundamentals 
of which appear not nearly as 
satisfactory. 

By way of contrast, we have 
compiled a second table listing 
stocks which in 1944-45 have 
scored unusually high percentage 
gains. A study of this list imme- 
diately emphasizes their different 
character, both as to industries 
and investment standing. It is fea- 
tured by a preponderance of rail- 
road equities, including some 
highly speculative situations, by 
low-priced motors and _ other 
stocks of secondary caliber. 

If nothing else, comparison of 
the two lists would seem to un- 
derscore the speculative character 
of the 1944-45 market advance, 
that is, emphasis in investor favor 
on speculative and particularly 
low-priced situations (in hope of 
greatest percentage appreciation) 
and relative neglect of sound in- 
vestment or semi-investment type 
common stocks. Normally, as a 
valid conclusion, one would have 
to assume that it is in the latter 
categories where future enhance- 
ment potentials would appear 
more promising. But this is only 
contingently true. Not all stocks, 
on either list, had a comparable 
point of departure, thus percen- 
tage price gains can not be viewed 
as strictly comparable. This point 
can be made especially in the case 
of many high-priced stocks. 

On the other hand, railroads 
and until recently coppers, steels, 
and oils clearly had the farthest 
to go, having been neglected for 
a long period while so-called 
peace-stocks boomed. It is ques- 
tionable whether they will make 
comparable upward moves, com- 
pared with low-priced favorites, 
sut obviously their belated ad- 
vance has not yet fully broadened, 
particularly in the steel and metal 
group. By the same token, they 
carry far less market risk than 
the much bulled favorites which 
have crowded the ticker tape for 
the past weeks. 
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THE STEEL 
THAT HAS NO 


ACHILLES HEEL 


Remember Achilles? The story 
goes that he had one vulnerable 
spot, his heel. An arrow wound 
there killed him. 

Like Achilles, ordinary galva- 
nized sheet steel has a weakness. 
Its zinc coating may peel or flake 
when the sheet is severely formed 
into a product. Then the “arrows” 
of rust can pierce the steel. 

To solve this trying problem, 
Armco Research Engineers de- 
veloped a sheet with a special zine 
coating that adheres firmly during 
extreme fabricating operations. 
This unique sheet, known as ARMCO 
Zinccrip, has been used with great 
success in home, farm and indus- 
trial products. 

Special processing makes Z1Nc- 
GRIP stronger than most ordinary 
galvanized sheets. It also gives the 
metal a distinctive bright ap- 
pearance—especially important in 
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How Pending Change In Fed- 
eral Reserve Ratio Will 
Affect Our Economy and 

Currency Position 





(Continued from page 463) 


public would have had a similar 
effect. 

Actually, under present abnor- 
mal conditions, the reserve ratio 
can not be regarded as a really 
significant reflection of the state 
of credit or business in general, 
thus no implications along such 
lines can validly be attached to 









products sold in retail stores. 
ZINcGRIP is supplied in sheets 


and in coils, which cut manufac- 


turing costs. A special ARMCO 
ParnteriP finish is recommended 
for products to be painted. 


SPECIALISTS IN SHEET STEEL 


Armco’s experience of more thai 40 
years in special-purpose steels may be 
valuable to your company in selecting 
the sheet steels best suited to your post- 
war products. And our studies of mar- 
kets and distribution channels may be 
of assistance to your sales organization. 
Why not consult with us about your 
requirements? The American Rolling 
Mill Company, 131 Curtis Street, Mid- 
dletown, Ohio. 
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its proposed lowering. Nor would 
it make sense to court the danger 
of upsetting our credit system 
merely for the sake of adhering 
to the present law, itself merely 
a hold-over from our original do- 
mestic gold standard which we 
ended by law in 1933-34. Ever 
since, the reserve ratio’s useful- 
ness as a barometer of economic 
or credit conditions has been 
greatly limited. The situation 
might be viewed with less equani- 
mity if there were no adequate 
Government authority to enforce 
price and tax controls to combat 
inflation. But this we do have, 
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and as a consequence, the entire 
problem has become largely a 
technical one, offering no valid 
justification to limit credit policy. 
Rather, that policy must be dic- 
tated by broader economic and 
financial considerations such as 
presented by current and future 
problems in the financial and eco- 
nomic spheres. 

As a corollary of the proposed 
lowering of reserve requirements 
of Federal Reserve Banks, it is 
understood that the Federal Re- 
serve Board will also ask Congress 
to make permanent the temporary 
law which authorizes the use of 
direct Government obligations as 
collateral against Federal Reserve 
notes instead of eligible commer- 
cial paper. This law has been ex- 
tended from time to time since its 
enactment in 1935 when the vol- 
ume of commercial paper for- 
merly used to cover the remain- 


ing 60% of outstanding Federal 


Reserve notes (40% being cov- 
ered by gold) practically disap- 
peared during the depression 
years. In the past, it has fre- 
quently been attacked as infla- 
tionary and in some quarters, the 
same charge is leveled against 
the proposed lowering of reserve 
requirements but by accepted 
standards it can hardly be called 
that. 

Today, we are the only country 
in the world that requires any 
gold backing for its money and 
bank credit. Others use gold 
merely as a means of settling in- 
ternational balances and there is 
no reason why we could not safely 
and successfully adopt the same 
policy if we wished. What is ac- 
tually proposed is merely a lower- 
ing of the extremely conservative 
minimum of 40% to 25%, leaving 
fully one-quarter of notes and de- 
posits covered by gold. Some ques- 
tion even the necessity of such 
a move; as previously pointed out, 
we are still far from the potential 
“danger point”. There is no as- 
surance that the ratio will con- 
tinue to decline or actually reach 
the 40% mark; as a matter of 
fact, there has been a small re- 
bound from the lowest point 
reached some weeks back. The 
existing margin of safety is still 
considerable, measured in terms 
of potential credit of currency ex- 
pansion. Moreover, the rate of fu- 
ture expansion is bound to slow 
up, though the trend indubitably 
will continue upwards as long as 
the prosecution of war requires 
continuation of our all-out pro- 
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ductive effort. Any slackening of 
the latter, as victory approaches, 
may well be accompanied by a 
prompt reversal of trend. This 
prospect once more highlights the 
precautionary nature of the im- 
pending move towards lower re- 
serve requirements. 





Outlook For Foods 
Under New Controls 





(Continued from page 473) 
world. Our flour mills, of course, 
do a large export business which, 
although subject to allocations in 
war time, is well entrenched. Re- 
search has made strides in the 
development of products derived 
from soy beans, and some of the 


‘large millers have undertaken the 


manufacture of dehydrated soups 
and special poultry feeds. In line 
with other industries, the flour 
milling companies have in the last 
year improved their financial 
structures by the retirement of 
debt, refunding of high-coupon 
obligations, or by increases in 
working capital from earnings re- 
tained in the business. 

The biscuit companies and bak- 
ers continued to enjoy capacity 
demand for their products and 
should retain this advantage as 
long as the war lasts. Shortage 
of packing materials constitutes 
a serious problem at present, and 
the effect of ceiling prices on 
packages requiring rigid size or 
weight limits is tending to 
squeeze profit margins. However, 
net earnings of most of these com- 
panies continue on a reasonable 
level, although much lower than 
factors of volume would normally 
permit. 

Sugar refiners in 1945 should 
continue to operate at peak ca- 
pacity, regardless of when V-E 
day arrives. The desolate beet 
sugar fields in Europe, together 
with lack of fertilizers, create a 
void which, without considering 
deferred demands in the United 
States, will keep our exporters 
busy for a long time. Earnings in 
the sugar refining industry have 
been fairly well maintained dur- 
ing the war, in spite of crop 
shrinkages in this country and in 
Porto Rico last season. Manpower 
shortage and diversion of acreage 
to other crops still greatly ham- 
per production of sugar beets in 
the United States but some im- 
provement is expected in 1945. 
The Cuban cane growers are still 
awaiting final settlement of sugar 


prices by Washington for the en- 
tire Cuban production, before 
rushing ahead with increased 
planting. Predictions are current 
that the price paid for Cuban 
sugar will be increased to about 
three cents a pound. Whether or 
not such an increase would cause 
a rise in ceiling prices for the re- 


fined product is a matter of cur- | 


rent speculation. Results available 
from the larger cane sugar com- 
panies indicate profitable opera- 
tions as a rule, and a promising 
outlook both for sugar and mo- 
lasses. With worldwide over-pro- 
duction of sugar no longer plag- 
uing the industry as it did for a 
decade before the war, prospects 
seem bright and should continue 
so for at least several years 
ahead. 

All branches of the food indus- 
try can expect to benefit from a 
continued high level of business 
after V-E day as the strain upon 
American supply sources will not 
cease with the advent of peace. 
Reconversion problems, under any 
circumstances, will hardly exist 
in an industry which has merely 
expanded its normal activities. 
While intense competition has al- 
ways prevented any “bonanzas” 
among the many companies deal- 
ing in food products, skilled man- 
agement, stability of demand and 
sound finances have produced 
many stocks with deservedly high 
investment rating; more may 
gain this rank as a result of 
strengthened treasuries at the 
war’s end. 





Economic Legislation Under 
The New Congress 
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already accepted responsibility for 
maintaining high employment. 
For protection against inflation- 
ary pressures generated by con- 
tinuing deficit spending it is quite 
apparent that we must look to 
safeguards outside of the fiscal 
field. For the rest of the war, and 
for a time thereafter, the OPA 
will do its best to sit on the symp- 
toms of inflation, with something 
less than complete success. Price 
ceilings will be raised here and 
there, but manufacturers and dis- 
tributors will be expected to ab- 
sorb a substantial part of higher 
costs at expense to profits. For 
the long run, our hope must be 
that the productivity of American 
industry will be great enough to 
offset the price effects of a con- 
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Geared To Today’s Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit 

Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under 10. 


Recommendations for Income and Profit . . . 
Common stocks, preferred stocks and bonds 

. for tie employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building .. . 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy . . . and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be entirely 
liquid. 

Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 

Consultation by Wire and by Mail . . . To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time... by wire 
and by mail. 


Added Services ... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . “Ahead-of-the-news” 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 
and securities. 











NOW-—while the market is sifting and grading the various securities 
you should carefully adjust your position — 
. with a view to making advantageous commitments in 
selected low-priced stocks . . . in special situations . . . in 
potential leaders —as the new industrial set up unfolds. 


Buy on weakness . . . sell on strength has always proved a successful 
investment policy. But it is important that you hold favored stocks in 


approved industries . . . and know what action to take. 


For this guidance, you can turn to The Forecast with confidence now 
and over the important months ahead. You would have the assurance 
of knowing that you would be advised what and when to buy and 
when to sell. You would follow a specialized program especially 
suited to your capital, wishes and objectives. 


Act Now to Capitalize on 
Next Important Market Move 


Enroll now to receive at this opportune time the complete and well- 
rounded service which The Forecast provides —a service geared to 
today’s markets. 


There are two low-priced sections — one for short-term profits with 
stocks averaging under $10 — and the other for longer term capital 
growth with stocks under $20. You will also receive our trading selec- 
tions — Dynamic Special Situations — and our Program for Income 
and Profit . . . to build an investment backlog. 


1. Our initial valuable report on your holdings. 
2. Two Low-Priced Opportunities for Short Term 
Profit average under 5; two for Income and 
Capital Building average under 14. 
3. Our analysis of the pattern and duration of 
the current market phase . . . when to buy 
L for the next important upmove. 
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The Forecast ' 
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tinuing inflationary fiscal policy. 
How many years more this sort 
of thing can go on without seri- 
ously undermining the basic in- 
tegrity of the dollar is a question 
to which the answer can only be 
a guess, and the writer will ab- 
stain from making one. 

Congress will not be asked to 
authorize a whole new series of 
TVA type projects in one gulp. 
It isn’t done that way. They will 
be presented one at a time, with 
the Missouri Valley project first. 
It has a pretty good chance, for 
TVA has been a success, the op- 
position will not be nearly so 
strong as a decade ago, and at a 
time when job-making public 
works will be in favor anyway 
this kind of undertaking will have 
much to commend it. However, 
there is no hurry about it. 


Labor has already been virtu- 
ally assured that wage stabiliza- 
tion will be abandoned as soon as 
there is need to take anti-defla- 
tion steps against the effects of 
reduced employment and worker 
income. That will be after defeat 
of Germany — and while purchas- 
ing power, inclusive of savings, is 
still excessive in relation to the 
supply of civilian goods. But there 
is no intention of abandoning 
price controls at the same time. 
Only a blind man could fail to 
see that a fine kettle of fish is 
cooking up. With volume down, 
during reconversion, and costs 
up, ceiling prices will squeeze 
business profits hard, mitigated 
only by the tax cushions. The ef- 
fect on production and productive 
investment will necessarily be ad- 
verse—so much so that the 
squeeze can only be temporary. 
Congress will probably take the 
play away from the Administra- 
tion and kick the price controls 
overboard, whereupon price infla- 
tion will gain a few more laps 
against those with fixed or semi- 
fixed incomes. 

Although there is growing sen- 
timent for a new deal in labor 
union regulation, even among 
union workers of the rank-and- 
file, don’t expect early action by 
Congress — and there is not much 
chance of the Administration tak- 
ing the initiative. The political 
influence of the labor hierarchy 
is too great, and Congress is all 
the more timid in these matters 
since it got a demonstration in 
the 1944 election of what the 
CIO-PAC can do. This is probably 
a post-war reform. 

The proposed extension of So- 
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cial Security to groups not now 
covered may be acted on this 
year, although the prospect is 
complicated by controversy over 
the “socialized medicine” aspects 
of the Administration’s recom- 
mendations. This might cause 
postponement of action until 
1946. The Administration also 
wants standardized unemploy- 
ment insurance payments under 
Federal control, together with 


special compensation, travel pay 


and retraining allowances for war 
workers. Congress is not inclined 
to go along on this and the Ad- 
ministration, as said before, is 
dodging any open fights. So these 
proposals are also likely to be 
quietly shelved. 


There will be more talk about 


_ helping small business than effec- 


tive action. Investigations have 
proven conclusively that failures 
among small concerns are much 
more commonly due to lack of 
“know-how” than to lack of capi- 
tal. Congress will not pour out 
any lavish funds on this cause, 
but the political requirements will 
be met by fairly substantial pro- 
vision for credit or credit guaran- 
tees. The technical aid available 
to small business men through 
Mr. Maverick’s SWPC or the De- 
partment of Commerce offers 
more real promise than Federal 
money, much of which, as Cong- 
ress knows, would otherwise 
merely be poured down the drain. 

The disputed Anglo-American 
oil pact, whose language was so 
vague in many respects as to pro- 
voke deep suspicion among oil in- 
terests both here and in Britain, 
has been withdrawn from the 
Senate. This is another example 
of the Administration’s tendency 
to avoid controversy with Cong- 
ress. A new agreement is ex- 
pected to be drawn up, along lines 
satisfactory to the Petroleum In- 
dustry War Council and with its 
cooperation. If so, it will have no 
trouble going through the Senate. 


Agreement on international avi- 
ation policy is quite uncertain, 
with the U. S. more interested in 
the “open sky” principle than 
most foreign governments. In 
Congress, as well as on the part 
of the Administration, the lean- 
ing is against the single-company 
concept for American trans-ocean 
operations advocated by Pan- 
American Airways, and in favor 
of competition. The policy will 
also continue to be opposed to 
air line operations by railroads 
and steamship companies. Here 


we run into a paradox. If the ship- 
ping companies are barred from 
the air — a policy not favored by 
the Maritime Commission — they 
are bound to lose heavily in pas- 
senger traffic and to some extent 
in low-weight, high-value freight. 
Thus larger Government subsi- 
dies will be called for. 

The outlook for corrective re- 
vision of the cumbersome Surplus 
Property Disposal law is uncer- 
tain and nothing is likely to be 
done soon. The pressure for 
change will mount as the propor- 
tions of the disposal problem it- 
self mount after V-E Day. 





Answers to Inquiries 





(Continued from page 486) 
better demand in recent weeks. 

Socony Vacuum: This stock 
moves closely in line with the oil 
group as a whole. It is high grade, 
and low in price only because of 
very large share capitulation. 
The latter fact reduces its attrac- 
tion for capital gains operations 
both intermediate and _ longer- 
term. 


Should | Sell? 


I would greatly appreciate your com- 
ments and advice in connection with the 
following: 

Hayes Mfg.—25 shares purchased at $6.25. 
Due to illness I missed the high of $8.50 
at about which I planned to sell and I 
now have an order to sell at 67%. Do you 
feel that the proposed merger with Far- 
rell-Birmingham would have any favora- 
ble effect? Your issue of 12/23/44 holds 
this stock already high priced, therefor 
my order to sell. 

Chase Nat. Bank—38 shares received out 
of an estate. Current price about 45, 
Div. $1.40. In a recent issue you recom- 
mended Beatrice Creamery which is now 
about 37 and pays about $2.00. I thought 
a switch would be advantageous. In your 
last issue, however, you discussed low- 
priced Preferreds, among them Stokely- 
Van Camp at 17 paying $1.00 or 5.88%. 
What is your best opinion? Or should 
Chase be sold and cash retained? Is there 
a chance for further appreciation? 

Eng. Public Serv. 5% Prfd.—s shares also 
received from an estate. Current price 
about 103. I was considering selling and 
holding cash pending a market reaction 
or seeking an advantageous switch. What 
ts your recommendation? Is there a 
chance of further appreciation? 

My chief problem at present is capital 
appreciation. In the following months I 
will receive additional securities in settle- 
ment of the estate mentioned and I will 
undoubtedly seek your valued recommen- 
dations in their connection. Most of the 
funds received will be handled for a third 
party who will be dependent upon the in- 
come. This is why my chief problem is 
capital appreciation and extreme care to 
avoid any loss. The total estate will not 
be over $15,000. Would your forecast be of 
any greater value than your excellent arti- 
cles in the Magazine? 


Thank you for your kind attention. 
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We note that in accordance 
with the view expressed in the 
December 23rd issue of our Mag- 
azine, that Hayes Manufacturing 
is too high marketwise, you have 
placed a selling order close to the 
current price. As the outlook for 
this company is not particularly 
bright, a switch into one of the 
recommendations appearing in 
our Magazine should offer better 
opportunities. 

We advise retention of Chase 
National Bank, this stock is an- 
alyzed in the Dec. 23rd, 1943 issue 
of our Magazine on page 323 in 
the article on “Bank Stocks”. 

Engineers Public Service $5.50 
Cumulative Preferred earned 
$16.34 per share for the fiscal 
year ending September 30, 1944. 
As the current income yield is at- 
tractive and there is a good pos- 
sibility of stock advancing further 
to the call price of 110, we advise 
retention. 

It is gratifying to hear that the 
articles in our Magazine are ex- 
cellent. Thank you. 


Foster Wheeler Pfd. 

Would appreciate having some informa- 
tion on the Foster Wheeler Co. mentioned 
in the December 23rd article on Preferred 
stocks. Has it been discussed in the last 
year or two in the magazine? 

What is its line of business —how old 
or well established earning record, etc.? 

E. H. C., Webster Groves, Mo. 

Foster Wheeler Co., Inc., in 
New York Feb. 1, 1900, as Power 
Specialty Co. In 1914 acquired 
George Sweet Mfg. Co. and in 
1927 Aero Pulverizer Co. on July 
14, 1927 the present title was 
adopted, and on August 4, 1927, 
the company acquired Wheeler 
Condenser & Engineering Co. 
through exchange of stock and 
cash. In 1931 acquired The D. 
Connelly Boiler Co., in Feb. 1937, 
sold the Cleveland factory, one of 
the assets acquired. 

The business of the company 
consists of the design, sale, man- 
ufacture and installation of power 
plant and oil refinery equipment, 
and of the manufacture and sale 
of copper and brass pipe and tub- 
ing. Steam power plant equipment 
is made for industrial plants, pub- 
lic utilities, and for marine in- 





stallations, in both commercial 
and naval vessels. 
Capitalization Funded Debt 


none. $1.50 cum. Pr. Pfd. stock 
80,412 shares ($25.00 par); re- 
deemable at 26. Common stock 
284,984 shares ($10.00 par). 
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BOOK REVIEWS 








BOOKS THAT WILL BE OF INTEREST TO YOU! 


THE GREAT DECISION 
By JAMES T. SHOTWELL 
268 pp. $3.00 


The author, distinguished historian and in- 
terpreter of world affairs, brings all his long and 
extensive experience in the cause of peace to 
this new book, a discussion of how nations are to 
build a world organization that can and will 
keep world peace. Mingling idealism with real- 
ism, he presents his arguments logically and 
with emphasis, thereby making a real contribu- 
tien to the current discussion of postwar plans 
and world peace organizations. 


The Macmillan Company. 


DEMOCRACY REBORN 
By HENRY A. WALLACE 


Reynal & Hitchcock, Inc. 280 pp. $3.00 


This is the complete record of Mr. Wallace’s 
position on domestic and international issues, 
including his most significant speeches and writ- 
ings from his entrance into public life (1933) 
until the present. 


CURBING INFLATION THROUGH 
TAXATION 


A symposium conducted by 


The Tax Institute, New York. 255 pp. $2.50 

This volume contains addresses and texts by 
such outstanding personages as Marriner S. 
Eccles, Alvin H. Hansen, J. W. Oliver and other 
distinguished tax authorities, Dealing with in- 
flation as our number one fiscal problem, they 
come to grips with the inflationary peril in a 
realistic way, describing the symptoms of infla- 
tion and fiscal devices for curing it. 


INTERNATIONAL CURRENCY 
EXPERIENCE 


LEAGUE OF NATIONS, 
Distributed by Columbia University Press. 
249 pp. $3.25 


This is a survey of international monetary 
relations between two wars, designed to bring 
out conclusions of value for the task of post- 
war reconstruction, The period covered, one of 
the most eventful in monetary history, furnishes 
a wealth of evidence concerning every conceiv- 
able type of, international currency mechanism. 
It examines the operation and breakdown of the 
gold and gold exchange standard, devaluations 
and fluctuating exchanges, the emergence of cur- 
rency groups such as the sterling bloc, the gold 
bloc, ete., and pays special attention to the 
capital needs of poorer countries, Conclusions 
of the survey point to a system of international 
coordination of domestic economic policies for 
the promotion of exchange stability and in- 
creased trade. 


WOODROW WILSON AND THE 
LOST PEACE 


By THOMAS A. BAILEY 


The Macmillan Company. 370 pp. $3.00 

Designed to help Americans and their represen- 
tatives act with greater vision in framing the 
next peace than they did in 1919, purpose of 
this volume, and its author’s hope, is to expose 
past errors lest they be repeated. The story of 
Professor Bailey is carried from the outbreak 
of war in 1914 through the signing of the peace. 
It covers the background of the Peace Confer- 
ence in bold strokes and concentrates on the un- 
exampled role of Woodrow Wilson. 


VOICES OF HISTORY 1943-44 


FRANKLIN WATTS 


Gramercy Publishing Co. 621 pp. $3.50 

This conveniently arranged volume is an au- 
thentic record of all the important speeches and 
public papers of the eventful year 1943. It con- 
tains, in chronological order, the official, un- 
abridged, unedited speeches, state papers, mes- 
sages, declarations and important letters of the 
leaders of the world: Roosevelt, Churchill, Stalin, 
Hitler, Tojo, de Gaulle and others, The volume 
is the third in an annual series. 


RUSSIA AND THE PEACE 
By BERNARD PARES 
The Macmillan Co. 290 pp. $2.50 


This is a discussion of Russia by a man who 
has devoted his life to knowing this country and 
her people. Sir Bernard Pares’ many experi- 
ences come out in this book. He has visited Rus- 
sia twenty-one times since 1898, traveling widely 
in European Russia as well as Siberia and for a 
time has been attached to the British embassy in 
Russia. The author denies the existence of any 
danger of a world revolution arising from Rus- 
sia’s victory in the present war, believing that 
Russian rehabilitation will take a full genera- 
tion and that Stalin would hardly choose this 
difficult period to strive for something which he 
had already opposed and rejected before. 


NO BEAUTIFUL NIGHTS 


By VASSILI GROSSMAN 
223 pp. $2.50 


Translated from the Russian and originally 
published in Moscow under the title ‘“‘The Peo- 
ple Immortal,” this is the story of the people of 
one village, located on the road to Gomel, and 
the Soviet regiment which defended it, It repre- 
sents a powerful picture of the spirit of the Rus- 
sian people and Russian fighting men, one of 
the little known epics of the war in the East. 


Julian Messner, Inc. 


THE CONTROL OF GERMANY 
AND JAPAN 


By HAROLD G. MOULTON & 
LOUIS MARLIO 


The Brookings Institute. 116 pp. $2.00 

An analysis with comprehensive treatment of 
the major problems involved in making sure that 
the nations responsible for the war are not able 
to repeat it within the foreseeable future. 


POSTWAR MONETARY PLANS, 
and other Essays 


By JOHN H. WILLIAMS 
Alfred A. Knopf. 300 pp. $2.50 


This volume brings together the writings of a 
distinguished American economist on interna- 
tional monetary organization, and is intended 
especially to assist the American public in evalu- 
ating the Keynes and White plans issued by the 
British and American Treasuries, Dr Williams 
questions the wisdom of adopting at this time 
a formal plan for an international stabilization 
fund, embracing all countries and with an inter- 
national governing body. The book is concerned 
largely with the nature of the fundamental 
problem of international adjustment, and pre- 
sents a broad survey of the forces which have 
affected national attitudes since the First World 
War. 
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OGRE HA RESTO 


Net working capital has im- 
proved consistently in recent 
years. The company redeemed the 
unexchanged $7 Pref. issue on 
January 1, 1944. A fifteen million 
V-loan was arranged in 1943. 
Earnings on the preferred in 1942 
amounted to 16.6 per share and 
in 1943 35.2 subject to re-nego- 
tiation. The first six months of 
1944 amounted to 16.2 before re- 
negotiation. 

Earnings should continue good 
during the war period. However, 
the post-war outlook is obscure. 
The pre-war record was not im- 
pressive. Sales depend upon capi- 
tal goods activity and in normal 
times, intense competition leave a 
narrow margin of profit. 

At the current market price of 
about $25.00 the yield is 6%.As 
this issue is callable at $26.00 
per share, the appreciation possi- 
bilities are extremely limited. Net 
current assets alone on this prior 
preferred stock, as of December 
31, 1943 amounted to $81.00 per 
share or over three times current 
market price and disregarding all 
fixed assets. The company cannot 
pay dividends on its common 
stock when net current assets are 
below $25.00 for each share of 
prior preferred outstanding. 

The only recent discussion of 
this preferred stock in our mag- 
azine was in the December 23, 
1944 issue. 


Texas Gulf Sulphur 
Will you please give me a report on 
Texas Gulf Sulphur common stock. Is it 
a good buy, at the present price, for in- 
come purposes and would you recommend 
such action? At present I hold 20 shares 
and am considering buying 20 shares more. 
Would you suggest buying something 
else instead? A prompt reply will be ap- 


preciated. 
—H. A. O., Plattsburg, N. Y. 
Sales of sulphur should con- 
tinue at good levels for some time 
to meet war, fertilizer and other 
essential industrial needs for sul- 
phuric acid. Demand for sulphur 
by the rayon, film, general chemi- 
cal, and metallurgical industries 
also should continue very active. 
Earnings for 1944 are esti- 
mated at moderately higher than 
the $2.17 reported in 1943. Divi- 
dends of $2.50 per share were de- 
clared in 1944. The income yield is 
excellent, however, as this stock 
has recently advanced, we recom- 
mend deferring additional com- 
mitment until market has a reac- 
tion. 


Buffalo Forge 
I have 100 shares of Buffalo Forge, 
bought at 18. Will you please discuss this 


in your column, telling me the nature of 
the machinery and tools made by the com- 
pany. Is its output such as to allow it to 
rank as a good peace stock after the war, 
with prospects of a continuation of its 
present good dividend? In view of the fact 
that I want to keep this money invested, 
do you advise a switch to some other 


stock? 
—G. A. D., Columbus, Ohio. 


Buffalo Forge Company and its 
subsidiaries manufacture ventil- 
ating, heating and air condition- 
ing equipment; machine tools; 
centrifugal pumps, and various 
types of processing machinery, 
such as sugar mill, coffee and rice 
plantation machinery. 

In normal times the first named 
line accounts for more than half 
of the total volume. The com- 
pany’s regular line of products 
were in heavy demand for use in 
the war industry during the 
greater part of 1941, but since 
then the company has been work- 
ing mainly on defense orders. The 
company has no funded debt and 
324,786 shares of common stock 
of $1.00 par value outstanding. 
It earned $1.52 in the first nine 
months of 1944 compared to $2.72 
in the same period of the previous 
year. Dividends paid in 1944 
amounted to $1.80 per share. 

Earnings for this company 
were only fair in the pre-war 
years, and in view of the demon- 
strated inability of the company 
to show more than modest gains 
in the war period, in our opinion, 
your funds could be used more 
productively elsewhere. For rec- 
ommendations, as to switches, we 
refer you to recent issues of our 
magazine. 


AS | SEE IT! 








(Continued from page 453) 

Another straw in the wind, a 
potentially disturbing one ,is fur- 
nished by the latest news from 
China. A communist-inspired re- 
volt. is reported to have broken 
out in Sinkiang province, with 
violent opposition to Chinese rule 
following the ouster of Soviet in- 
fluence in 1943 and institution of 
a new Chungking controlled re- 
gime. 

The situation, while still some- 
what obscure because of commun- 
ication difficulties, seems to com- 
plicate further the already com- 
plex Chinese problem with pos- 
sible direct ultimate repercussions 
on our Far Eastern strategy. The 
Chinese communists, Moscow 
supported, already control three 
provinces — Shensi, Kansu and 
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Ningsia, the latter sharing fron- 
tiers with Outer Mongolia and 
Sinkiang where Soviet influence 
has long been dominant. For a 
long time now, American diplom- 
acy has spared no efforts to patch 
up the differences between Chung- 
king and the Chinese Reds, so far 
with little success. 


We have been able to persuade 
Chungking to grant considerable 
concessions to the communists, in 
the interest of unity and effective 
prosecution of the war against 
Japan. Despite difficulties, Chung- 
king on the whole has been will- 
ing and has entered upon the 
spirit of give and take; but we 
have been far less successful in 
getting the communists to adopt 
a similar attitude. Thus the news 
of the Sinkiang revolt is not only 
disappointing, it raises questions 
beyond its seemingly local char- 
acter. 

One of the main questions is 
whether we are confronted merely 
with a new outbreak of the long- 
standing feud between Chungking 
and the Chinese Reds, meaning 
the breakdown of our efforts to 
conciliate them, or whether we 
must see therein clever political 
spadework of Moscow in antici- 
pation of the forthcoming con- 
ference when the matter of Rus- 
sia’s participation in the war 
against Japan will come up for 
discussion. 


The belief is growing that Rus- 
sia, because of her imperialistic 
aims, will eventually join us in 
the Far Eastern campaign but the 
quid pro quo she will demand is 
likely to be very high. Viewed in 
this light, developments in China, 
such as the sudden Sinkiang re- 
volt, is not reassuring. 


Russia has been following an 
opportunist course exerting un- 
compromising pressure in various 
directions that create uncertainty 
regarding her attitude toward 
Japan. So intent are the Russians 
on having their own way in every- 
thing that if the meeting is again 
postponed, it is because Russia 
wishes to carve out her European- 
Asiatic empire first and then sit 
in on her own terms only. As far 
as Europe is concerned, let us see 
what happens. Whether Russia 
takes Berlin and sets up a Pro- 
visional Government headed by 
Colonel von Seidlitz, and attempts 
to shut us out in Germany just 
as she has done in all other coun- 
tries where Moscow-controlled 
governments have been installed. 
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Don’t get hooked again! 


Only yesterday (YOU remember!) men sold apples on the 
streets, saw their furniture go back to the store, lost their 
houses, lost their farms. Will it happen again? It needn’t. 

But to avoid the kind of depression we had after the last 
war—WE MUST HEAD OFF INFLATION NOW! And the 
best way to do that is to save your money. 

When you don’t buy a thing you can get along without .. . 
that’s helping to prevent inflation. When you decide this is a bad 
time to ask more money for the things you sell cr to fight for 
araise ... that’s helping to prevent inflation. When you pay up 
all your debts . . . that’s helping prevent inflation. AND SOME- 
THING MORE! 

It’s the best way to protect yourself against a depression if 
one should cccur, and the best way to prepare yourself for 
tomorrow’s opportunities if times are good. 


The smart thing today is to save, not splurge. Don’t get 
hooked again! 








4 THINGS TO DO to keep prices down 
and help avoid another depression 


1. Buy only what you really need. 


2. When you buy, pay no more than 
ceiling prices. Pay your ration points 


in full. 


3. Keep your own prices down. Don’t 
take advantage of war conditions to 
ask more for your labor, your services, 


or the goods you sell. 





4. Save. Buy and hold all the gggegp 
War Bonds you can afford— aa% 
to help pay for the war and 

insure your future. Keep up 





your insurance. 
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Satisfied 
with Your 1944 


| Investment Progress? 


Has your investment account shown a 
healthy growth in value in recent years? 


Are your issues providing a sizable income in 
accord wth your personal needs? 


Do your securities assure a sound degree of 
safety in keeping with your personal circum- 
stances? 


If your frank answers to these questions are 
not satisfactory to you, we suggest that you 
take prompt mezsures to remedy the situation. 


Today securities cannot be held indefinitely. 
With war conditions in effect, the standing 
of companies, industries and governments is 
changing. Their securities are bound to reflect 
these varying fortunes. 


A growing number of investors are realizing 
that the supervision of a substantial list of 
holdings is a problem best handled by a large, 
experienced and fully equipped organization. 


Business and professional men and women 
everywhere, recognizing the value of special- 
ization and long experience, have retained our 
counsel to safeguard and promote their invest- 
ment welfare. 


Unsolicited comments, such as those which 
follow, all received with recent renewals, in- 
dicate the satisfaction with which clients re- 
gard their investment progress under our su- 
pervision. 


“I received your report of the one year su- 
pervision of my investments and thank you 
for your excellent results. Enclosed please find 
check for a year’s renewal. I like the way 
you make out your-report.’"”— Mr. J. H. T., 
Ohio—12/3/44. 


“You have picked out good situations and have 
been conservative. Enclosed find my service 
fee for the next twelve months.” —Dr. R. R., 
lowa—12/15/44. 


“It is gratifying to note that your study of 
my account indicates capital growth in excess 
of the market improvement, as well as a satis- 
factory income return. I am very well satis- 
fied with result obtained and am happy to 
continue my subscription.—Mr, C, J. S., Ohio 


—12/20/44. 
* * 


Investigate how our counsel could assist you in 
the critical year ahead. Interested investors with 
$20,000 or more are invited to take advantage 
of the offer below. 


Without obligation, we will prepare a confidential survey of your investments 
—pointing to least attractive issues and commenting on your income and 
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